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THE MORAL VOCATION OF THE MIDDLE- 
INCOME SKILL GROUP 


HAROLD D. LASSWELL 


HE common factor in the seeming political confusion 

of our time is the rise to power of the middle-income 

skill group. Despite the contradictions and the aberra- 
tions of Russian Communism, Italian Fascism, and German Na- 
tional Socialism, a new world-revolution is on the march. In the 
name of the “‘proletariat,”’ the middle-income skill groups are 
rising to power at the expense of aristocracy and plutocracy. 
This is the larger context against which political developments 
in the United States are to be understood. 

The middle-income skill groups have not yet found a common 
name; nor have they discerned the inner principle of sacrifice on 
which their unity depends; nor have they risen to the full com- 
prehension of their historic destiny. They are tragically dis- 
united and unsure. In Europe their disunion has bred the pol- 
itics of catastrophe; but in America there is yet time for the at- 
tainment of a common name, a common policy, and a common 
sense of political destiny. 

Lacking self-consciousness, the small farmers, the small busi- 
ness men, the low-salaried intellectuals, and the skilled workers 
have not acted together. One great fissure which divides the 
middle-income skill group separates the older constituents from 
the newer elements who are affiliated with the labor movement. 
The newer middle-income group caters to the wage-earners, and 
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is comprised of trade-union organizers, trade-union editors, 
trade-union secretaries, socialist party organizers, socialist party 
secretaries, and co-operative society officials. Such functionaries 
are often “renegades” from the older middle-income skill forma- 
tions; their fathers may be merchants, farmers, teachers. When 
they spring from manual toilers, they learn how to elude toil by 
cultivating oratorical skill, literary ability, and administrative 
technique. The emoluments of private employment in the labor 
bureaucracy may be supplemented by the perquisites of seats in 
legislative bodies and posts in governmental bureaucracies 
where labor parties rule or reign. 

The smoking animosity of the older middle-income group 
against the middle-income skill group of proletarian origin or 
affiliation rises from the flames of outrage that those who use 
the same skill should get ahead by simple difference in vocabu- 
lary. The tool of preacher, teacher, lawyer, and journalist is the 
larynx and not the biceps. When other toilers of the tongue and 
typewriter climb on pay-rolls by saying “bourgeoisie” with a 
hiss and “proletariat” with a flaunt, resentment turns to bitter- 
ness and curdles into indignation. Hence it is easy to under- 
stand why the National Socialists, when they seized power in 
Germany, swept official swivels free of “Communists,” “Social 
Democrats,” and “Democrats,” and packed them off to con- 
centration camps. In their stead were set men from the older 
middle-income group who, in this instance, lifted their arms in a 
peculiar gesture, and pronounced ‘“‘Hitler’”’ with a new intona- 
tion. 

Such intense inner strife is an invariable mark of a social for- 
mation which has not yet come to itself. It lacks a consistent 
policy, a rallying name, and an invigorating myth of its historic 
mission. In quite typical fashion the scattered energies of the 
American middle-income skill group have been directed toward 
the restriction of slavery, and toward the elimination of tempta- 
tions to thriftlessness by seeking to remove alcohol, gambling, 
and prostitution from the nation. Great swelling waves of in- 
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dignation at the inequitable results of industrial concentration 
have been dissipated in struggles to regulate ‘‘unfair competi- 
tion” and to obtain easy credit. Farmers and small business 
men on the receding frontier followed the spell of ‘16 to 1,” 
“anti-monopoly,” and the “new freedom’; but the principal 
effect of the effort to “restore competition” has been to com- 
plicate corporations. The lesser agrarian, business, professional, 
and skilled working elements are left with no disciplined loyalty 
to a common body of effective political symbols. 

The energy expended in Bryanism, Rooseveltianism, and 
Wilsonism might have been organized around a body of slogans 
capable of clarifying the special interests of the middle-income 
skill group. It is thinkable that during these many years the 
low-income farmers, storekeepers, school teachers, and ministers 
might have learned to demand the rigorous use of the national 
taxing power to eliminate immoderate incomes. They might 
have become acquainted with the American single-party sys-> 
tem, and ceased to nullify their numerical superiority by express- 
ing themselves through the Republican and the Democratic 
wings of the Republo-cratic party. 

As it stands today the middle-income group is bereft of so 
much as an acknowledged name which is capable of differenti- 
ating it from plutocracy and proletariat. The term “middle 
class” is unlikely to be the peg on which sentiments will hang, 
for there is something repugnant to the aspirations of the mid- 
dle-income skill group about the caste-like finality of the con- 
cept of “‘class.” Hence, however convenient the term may be 
for analysis, it is inept as propaganda. The term ‘middle’ is 
an obvious blow to the self-regard of those who resent any im- 
putation of mediocrity, no matter how well deserved in the in- 
dividual case. The silvery Bryan, the tornadic Roosevelt, the 
meticulous Wilson all failed to christen the nameless middle 
class, and it has marched in disarray beneath the resounding 
banalities of factional or nationalistic rhetoric. 

Which term is capable of clarifying the situation? Perhaps 
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self-consciousness might be induced by referring to the “middle- 
income skill group” and demanding a “policy for the middle-in- 
come skill group” which utilizes the authority of the national 
government to impose limits upon immoderate incomes. By 
focusing attention upon “income” and discarding “‘class,’’ some 
accuracy is obtained, and predestination is not implied. “Mid- 
dle” is less obnoxious here than in the current combination, and 
the remaining undesirable associations may be nullified by 
means of a vocabulary of moral justification for the proposed 
policy. The word “skill” contains the essential key to the psy- 
chological problem of self-discovery. 

It can be contended that ‘Americans of middle income”’ are 
those who make the most sacrifices in study, in conscientious 
performance of duty, in upright citizenship. Sacrifice in obtain- 
ing socially useful skill constitutes a first claim on social reward. 
Sacrifice also is an inner experience which unifies those who dis- 
cipline themselves sufficiently to acquire skill. Here lies the 
principle which generates a common basic outlook in skilled 
mechanics, intellectuals, and enterprisers. 

From the prevailing gross discrepancies between sacrifice and 
reward rise the protests against the plutocratic consequences of 
modern industrial evolution. Preoccupied with what they con- 
ceive to be their own affairs, Americans of the middle-income 
skill group have been lulled into a degrading passivity, while 
American industrial development has driven a constantly en- 
larging wedge between reward and sacrifice. The growth of 
great corporations, of vast banking houses, of complex centers 
of organized speculation has so complicated the nature of mod- 
ern economic life that rewards are less in proportion to sacrifice 
than to lucky position at the confluence of the principal streams 
of social activity (over which a toll bridge may be constructed). 

From this standpoint it may therefore be asserted that if 
America is to experience a recovery of morality and efficiency 
the rules of economic life must be readjusted at the demand of 
the middle-income skill group. In the eighteenth century the 
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mission of the middle-income skill group was to collaborate with 
all comers in breaking asunder the chains of feudal-monarchical 
society. The expansion of modern industrialism has created a 
plutocracy, whose presence signifies that once more the rough 
balance between sacrifice and reward (which confers moral sanc- 
tion upon institutional contrivances) has been upset. The politi- 
cal destiny of the middle-income skill group is clearly revealed; 
it is nothing less than the re-moralization of society. 

As the middle-income skill group attains the dignity and in- 
sight of an effective social formation it will see that it has been 
the victim of a psychological lag behind changes in economic 
practice. The middle-income skill group has remained loyal to 
the vocabulary of individualism after the practices sustained by 
this vocabulary have generated vast discrepancies between 
sacrifice and reward. 

The political problem confronting the middle-income skill 
group is to recapture the initiative in the struggle for social jus- 
tice. So blind has been this group as a whole to its own interests 
that for a time the initiative on behalf of social justice seemed 
to pass from it and into the hands of those who spoke for all 
who were at the very base of the value-pyramids of society, the 
“proletariat.”’ But it should be recognized that the campaign in 
the name of the “proletariat” was an indirect mode of expressing 
the middle-income skill ideal. It was members of the middle- 
income skill group, notably Marx, who furnished the intellectual 
leadership and often the organizing genius for the “proletariat.” 
And they set up justifications for differences in pecuniary in- 
come in the service of the proletarian dictatorship and the so- 
cialist state, postponing rigid equality until the ultimate emer- 
gence of a socialist society. Thus, the skill groups were justified 
in advance in securing the main claim to goods and deference. 
The use of the term “‘proletariat’”’ was an over-generalization of 
the protest of the middle-income skill groups against the pluto- 
cratic consequences of modern industrialism. It was an over- 
generalization because the true “proletarian” has no skill; he 
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has not sacrificed to obtain it. And this over-generalization 
nurtured contradictions within the social formation whose ob- 
jective purposes it served. 

The failure of the middle-income skill group to attain a com- 
mon name, policy, and sense of mission can be ascribed to cir- 
cumstances which were both ‘material’ and “psychological.” 
Many successful business enterprisers under capitalism have 
verified for themselves the assumption that, under capitalistic 
individualism, reward follows individual sacrifice. And since the 
expanding “‘material”’ environment created a gradation of mate- 
rial environments, both in terms of income and characteristic 
operations, the line of demarcation between the ‘“‘upper”’ and the 
“lower” bourgeoisie was made obscure. The application of 
mechanical, electrical, and chemical energy to production cre- 
ated a vast demand for specialists on the manipulation of both 
the material and the symbolic environment. The mathematical 
and technological symbols which were essential to the new order 
could be learned by diligent application, and the demand for ad- 
vertisers, salesmen, reporters, and other verbal manipulators 
opened promising and congenial careers to the sons and daugh- 
ters of the middle-income group. 

There is no magic about a maximum of one thousand dollars 
a month, or five hundred dollars a month, or three hundred dol- 
lars a month which separates those immediately above from 
those immediately below each figure. Hence, any effort to 
draw a sharp line between the upper- and the middle-income 
group is certain to encounter difficulty. The application by the 
spokesmen of the middle-income skill group of any maximum 
standard must be approximate, and frankly justified as a matter 
of administrative expediency. 

Although the boundary between the middle-income group and 
the plutocracy is difficult to fix, the separation between some 
members of the middle-income group and the low-income group 
(the “proletariat”’) is simpler. After all, some start at “scratch,” 
and have no trouble distinguishing themselves from those above. 





THE MIDDLE-INCOME SKILL GROUP 133 


But the ready acceptance of the socialist vocabulary among the 
lower-income strata of many communities served to alienate 
many members of the middle-income skill group, especially since 
the radical spokesmen of the “proletariat” reveled in insulting 
the “bourgeoisie.” 

Such factors have hitherto split the middle-income skill group, 
driving substantial fractions into somewhat reluctant collabora- 
tion with plutocracy and aristocracy. This reluctance rose from 
the sympathy which is felt for the ‘‘proletarian” indictment of 
the plutocratic consequences of the existing social order; after 
all, the restoration of closer connections between reward and 
sacrifice corresponds to the cardinal principle of the middle-in- 
come skill group. But the fear of those who have spoken in the 
name of the “proletariat” springs from many sources. Not the 
least is the sense that too much that is valid is slated for destruc- 
tion in the transition to the bureaucratic state by way of dic- 
tatorship. And the spokesmen of the proletariat have constant- 
ly blackguarded the ‘‘bougeoisie.” 

Moreover, the fear of those who speak in the name of the 
“proletariat” has been strengthened by the propaganda of 
plutocracy. Bound to the historically hallowed vocabulary of 
individualism, the lower-income groups have been confirmed in 
their surviving loyalty to these words by means of ceaseless 
repetition in millionaire newspapers, periodicals, and broad- 
casting stations. It is commonly said that the chief sufferer from 
“ideological incorporation”’ is the “proletariat,” but the immedi- 
ate casualty is the middle-income skill group, which is psycho- 
logically tied to the policies and the myths which defend the in- 
stitutional practices from which the principal benefits flow to 
the plutocracy. The school system performs its usual function 
of spiritual spout for the thrilling words of yesterday. 

With the rise of modern propaganda methods the control of 
the big-income group over the lesser-income group has become 
self-conscious. The strategy of the defenders of big business and 
big finance is the rag-and-bull technique of the toreador. Thus, 
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when one of the propagandists of the public-utility companies 
was asked how to deal with a man who advocated policies which 
were inconvenient to the utility companies, he tersely said, “Pin 
the red label on him.” The object, of course, is to terrify the 
small-income groups into rejecting those who seek to curb the 
system which makes plutocracy possible. 

Disorganized though it is, the middle-income skill group has 
been constantly stimulated to political action by the implacable 
processes of industrial development. It may be true that the 
middle-income skill group has suffered no absolute decline in 
material income, but there is no mistaking the decline in psy- 
chological income. As capitalism passed through the merchant, 
industrial, and banker-capitalist phases, the middle-income skill 
group was shadowed on the one side by the rising plutocracy, 
and on the other by the organized agencies which spoke in the 
name of the proletariat, like trade unions and labor parties. 

In Germany there was superimposed upon the psychological 
losses of a century the adversities of war, defeat, inflation, and 
depression. Goaded to desperation, the older middle-income 
elements rose to partial self-consciousness in the National So- 
cialist movement, even supplying their own leadership in the 
person of Hitler, the son of a small customs official formerly in 
the service of the Hapsburgs. The Italian Fascist movement 
had already been led by a man who had previously made his 
living by using the vocabulary of “proletarian” protest. Musso- 
lini may be regarded as a renegade in the sense that in adult life 
he altered his political convictions and persecuted his former 
friends, but in a class sense Mussolini was a prodigal son return- 
ing to his own. 

Both Italian Fascism and German National Socialism are to 
be understood, in part, as violent rejections by the middle-in- 
come group of the latest pattern of world-revolution which ma- 
terialized in Russia. Such a rejection was another example of 
the historical dialectic by which revolutionary innovations are 
restricted. The revolution in France cleared the way for a politi- 
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cal élite from the rising bourgeoisie to emerge in the name of the 
“rights of man”; but this élite was denied world-supremacy by 
the same processes which are today curtailing the range of the 
Moscow élite. One of these restrictive processes is geographical 
differentiation, by which is emphasized the parochialism of the 
new élite which uses the universal vocabulary. Just as the revo- 
lution in France was treated as the French revolution, the revo- 
lution in Russia is treated as the Russian revolution. The mid- 
dle-income formations are particularly disposed to reject the 
“class” for the “national” symbol, and to stigmatize alien revo- 
lutions as Russian, Marxist, and (even) Jewish. 

More important in the long run is restriction by partial in- 
corporation. After the revolution broke out in France, there was 
a slow process of borrowing which made more general the vocab- 
ulary of human rights, and the practices of legislative suprem- 
acy, universal suffrage, small agrarian proprietorship, and other 
features of the original revolutionary synthesis. After the revo- 
lution in Russia, defensive dictatorships have taken over the 
Russian pattern of control by a single party possessing a monop- 
oly of legality, and the Russian technique of mass incitement. 
To some extent they have copied the Russian practice of gov- 
ernmentalizing all organized life; but they have made less prog- 
ress toward equalizing money income, although the idea of es- 
tablishing low maximum incomes has been exploited for dema- 
gogic purposes in the National Socialist propaganda, and some 
National Socialist policies have been equalizing in effect. 

In the main, however, the middle-income skill group has re- 
mained incompletely self-aware, especially on the crucial point 
of permissible maximum income. Hence its indignation has 
played into the hands of the plutocracy which extracts the larg- 
est immediate advantage from the survival of the little-modified 
capitalistic order. It is not beyond the realm of practical politics 
that the fascist dictatorships (in order to preserve themselves 
from mass disillusionment) may be driven to destroy the aristo- 
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cratic and plutocratic elements with which they have so far col- 
laborated. 

Can the desperation politics of the middle-income groups of 
Italy and Germany be dispensed with in the United States? 
It is conceivable that sagacious leadership may successfully 
arouse the middle-income group to concerted efforts within the 
framework of democratic government to eliminate immoderate 
incomes through the vigorous use of the income tax, and to regu- 
larize economic life by dividing the saving from the investing 
function and by adjusting monetary policy to changing rates of 
goods’ production. If a sufficiently clear self-consciousness can 
be attained by the middle-income skill group, plutocracy might 
bend to the inevitable for the sake of retaining personal control 
of administrative posts, even though shorn of the traditional 
pecuniary perquisites. 

This solution is favored in America by the weakness of those 
who speak in the name of the “‘proletariat.”” Our systems of na- 
tional collective bargaining are much weaker than they were in 
Germany, for example, and many of our significant industries 
(steel, automobiles, packing) are not unionized. And our man- 
ual workers and the skilled workers have not been infiltrated by 
a vocabulary which sets them off from the rest of the commu- 
nity. 

Less threatened from the “‘left,” therefore, the middle-income 
skill group in America may be less easily stampeded into violent 
mass movements than were corresponding groups abroad. 

If we are correct in the basic expectation that recent world- 
history proceeds from one world-revolutionary initiative to the 
next,’ we may expect the revolution which began in Russia to 
spread, not by total diffusion, which would end in uniting the 
world in the U.S.S.R., but by partial incorporation. The process 
by which the supremacy of the original exponents of the new 
revolutionary pattern is denied has already been discussed; but 


1 For the general frame of reference, see Harold D. Lasswell, World Politics and 
Personal Insecurity. New York: McGraw-Hill, 1935. 
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there is a remaining aspect, which is functional differentiation. 
This process devalues the claims of those who use the latest 
revolutionary vocabulary by showing that the practical effect 
of the most recent revolutionary universal is to promote a spe- 
cial interest. Thus, the revolution in the name of the “‘rights of 
man”’ became the “bourgeois” revolution. If our interpretation 
is correct that the middle-income skill groups are those who 
stand to benefit most through the partial equalization of pe- 
cuniary income, the revolution in the name of the “‘proletariat”’ 
may some day be called the “revolt of the skilled”; or even the 
“second bourgeois revolution.” 

Within Russia the class struggle has been removed from prac- 
tical politics; the manual workers are likely to remain indefi- 
nitely disunited, as the skill groups get the posts of maximum 
income and deference. Where the class struggle subsides into the 
background the skill struggle comes to the fore. 

In America events will probably move toward the equaliza- 
tion of pecuniary reward and sacrifice in the acquisition of 
socially useful skill. The principal question is whether the self- 
consciousness of the middle-income skill group will ripen with 
sufficient rapidity for the process to proceed peacefully, rather 
than through the agonies of disunion and desperation. 


UNIVERSITY OF CHICAGO 





DEMOCRACY AT THE CROSSROADS! 
WM. PEPPERELL MONTAGUE 
INTRODUCTION 


LD faiths are weakening today and ideals that have 
long been regarded as axiomatic are rudely and con- 
fidently and effectively challenged. One of these faiths 

that is weakening is the faith in democracy. And the challenge 
to its ideals is more rather than less menacing in that it comes 
simultaneously from the Right and from the Left. 

The democracy that is under attack and whose fate swings 
in the balance is not merely a form of government but some- 
thing far broader and deeper. The right of the people to rule 
themselves, which is the primary and literal meaning of Democ- 
racy, has its premise in an ideal of ethics and its conclusion in a 
system of economics. And along with the political régime in 
which a parliament elected by all citizens makes laws that apply 
to all citizens, democracy as a category comprehends the liberal- 
ism from which it was born and the capitalism into which it has 
grown. Both the defenders of democracy and those who attack 
it are for the most part agreed that the three phases of the con- 
cept are bound up in one another and that parliamentarianism, 
liberalism, and capitalism must stand or fall together. Believing 
as I do that the enemies of democracy are growing both in num- 
ber and in power and that the arguments exposing the inepti- 
tudes, hypocrisies, and cruelties of parliamentarianism, liberal- 
ism, and capitalism as they actually exist today are becoming 
clearer and stronger, I deem it no exaggeration to say that we are 
approaching a veritable crisis in which the democratic civiliza- 
tion of the Western world stands at the crossroads and must 
choose between radical reconstruction and total annihilation. 

t An address delivered at the Eighth International Congress of Philosophy in Prague, 


September 6, 1934. 
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As to the nature of this crisis and the nature of the recon- 
struction that is called for there are certain ideas which I have 
deeply at heart. And because they pertain to the rédle that phi- 
losophy can play in the situation confronting us I venture to 
present them for your consideration. 


I. DEMOCRACY AS PARLIAMENTARIANISM: ITS 
INEFFICIENCY AND CORRUPTION 

If a nation as a whole is to enjoy independence rather than 
external control and if its individual citizens are to enjoy equal- 
ity of rights and opportunities, it would seem obvious that its 
governing body should be a parliament in which the diverse 
interests and beliefs of the population should be represented 
by delegates freely elected by the votes of all normal adult in- 
habitants. And it would seem equally obvious that the laws 
enacted by such a parliament would be an adequate expression 
of the national will. In such a democracy there would be no 
individual who could complain that his own preferences had 
been denied expression and there would be no group or faction 
that would not be directly represented by its delegate in the 
parliament. 

The ancient objections to this type of polity were based upon 
a denial of the premise of equality of rights and the universal 
suffrage which is the correlate of that equality. 

The contemporary opponents of democracy, however, accept 
for the most part and in theory the democratic ideal of an 
equality of rights for all citizens. But they hold that a parlia- 
ment elected by the votes of the nation is misrepresentative of 
the will of the nation and that its enactments instead of ex- 
pressing the fusion and fulfilment of all interests will embody 
either a confusion and frustration of all, or a sly and surrepti- 
tious triumph of the more crafty and powerful at the expense 
of the others. 

With flaming indignation at these ineptitudes and corrup- 
tions of the democratic parliament, the modern advocates of 
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dictatorship urge the abandonment of universal suffrage and 
the establishment of the totalitarian state, in which a single 
party subject to a single leader seizes all power and disdaining 
the confusions of a popular election rules openly and boldly by 
right of strength. Whether the economic object of the dictator- 
ship is a Fascistic preservation and regulation of capitalistic 
enterprise in the interest of a mystical nationalism, or whether 
on the other hand it is a Communistic abolition of individual 
capital in the interest of a mystical proletarianism—there is an 
essential identity of political form underlying the rival philoso- 
phies of dictatorship. 

As to the validity of this indictment of parliamentarianism 
and as to the justice of the substitute that is proposed, any 
reasonably adequate discussion of the issue here would be of 
course impossible. Instead of attempting it I shall offer only a 
simple confession of faith. 

Men are obviously unequal in ability and in virtue; and in 
the face of these undeniable differences to grant to each an 
equal voice in determining the affairs of all appears to be an 
absurdity. Why should a nation be governed by its mediocre 
average rather than by its best? Why indeed? But this ob- 
jection to democracy, so clearly expressed by Plato and so 
deeply believed by the defenders of aristocracy in every age, 
has ceased to be an effective menace to parliamentary govern- 
ment. And the reason that it has ceased is that there is no 
clear and generally acceptable way of discovering the true 
aristo1, the superior minority to whom the powers of leadership 
should obviously be intrusted. In default of a better, or less 
arbitrary, criterion of the right to power, the criterion of popu- 
larity as attested at the polls has forced its way to acceptance. 
The actual and practicable alternative to government by a ma- 
jority is not gavernment by the admittedly best, but govern- 
ment by a minority which would merely claim to be the best, in 
the face of opinion to the contrary by most of us. 

Loving democracy as I do and believing firmly in its ulti- 
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mate validity, I nevertheless feel that the indictment brought 
against the present type of democratic parliament possesses so 
many elements of logical and ethical strength that we are faced 
with the choice between complete surrender to the totalitarians 
and fundamental reconstruction of our own system. To attain 
the reconstruction that appears to me both necessary and pos- 
sible, we should begin by admitting humbly and frankly that 
diffusion of power means diffusion of responsibility and that 
diffusion of political responsibility in a capitalistic world has 
for its all but inevitable consequence either a paralyzing ineffi- 
ciency or a creeping corruption—or indeed both of these to- 
gether. 

If a group of explorers in the wilderness were to be of two 
minds as to whether a bottomless chasm confronting them 
could or could not be crossed by each man leaping with all his 
strength and if by a democratic parliamentary method the 
group should decide on a compromise to consist of each leaping 
mildly or with half his strength, the result would be sufficiently 
tragic and ludicrous. But often there is almost as much of the 
ludicrous or tragic in the gray and compromising decisions 
with which a modern parliament decides issues in which a “‘yes”’ 
or a “‘no,” a black or a white are the only significant alternatives. 
Parliamentary diffusion of responsibility and power can be 
avoided only by concentrating power and responsibility in a 
single leader or in a comparatively small group whose decisions 
shall be final. To this extent we should indeed have a dictator- 
ship rather than a democratic parliament acting for the nation. 
There is however a second principle of the philosophy of dic- 
tatorship which both by its friends and its enemies is all too 
often assumed to follow as a corollary from the first. This al- 
leged corollary of a concentration of governmental power is that 
such power shall be virtually unlimited, both in its extent and 
in its duration. 

Now in my opinion it is just by refusing to grant to any 
dictator this second dimension of power and by retaining in the 








142 INTERNATIONAL JOURNAL OF ETHICS 


hands of the people or their representatives in parliament the 
right to decide upon the general character of the issues and the 
particular length of time during which its leader shall act, that 
a nation can preserve its essential democracy and at the same 
time enjoy without danger the admitted advantages of an effec- 
tive dictatorship. 

It is my contention that any nation can meet successfully the 
grave indictment brought against the institution of parliamen- 
tary democracy by the proponents of the totalitarian state by 
thus delegating dictatorial powers strictly limited in duration 
and in extent to an elected leader. 

The sort of dual régime which I am proposing is of course 
familiar enough in the emergency of war. For when the crisis 
confronting a nation is sufficiently acute the most democratic 
of parliaments will realize the necessity of delegating its powers 
temporarily to a smaller and more unified body than itself. 

In my own country, suffering from an economic depression 
of unprecedented severity, the federal Congress, though quite 
as jealous as any other parliament of its constitutional prerog- 
atives, has not hesitated to delegate to its democratically elect- 
ed leader, President Roosevelt, many of its own powers. To the 
extent to which this has been done we have gained the effective 
unity of direction and centralized responsibility of a dictator- 
ship, without in any way surrendering the hard-won rights of 
a free people. 

I believe that this new mode of incarnating the will of the 
country as a whole in a single leader and his chosen advisors 
should be adopted more and more, not merely as the exceptional 
but as the normal method of all genuinely democratic govern- 
ments. The kind of dictatorship thus ensuing would be a loan 
rather than a gift, and a supplement to parliament rather than 
a substitute for it. Indeed, so far from suffering an eclipse and 
becoming a mere appendage to the will of a tyrant, a parliament 
which should thus freely limit its powers to the single power of 
delegating authority to a leader would become more important 
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than the kind of parliament now existing. For however often 
the loan was renewed, it would still be a loan and its continu- 
ance would be subject to the good behavior of the leader as 
judged by the people and their representatives. Under such 
an elective dictatorship it goes without saying that instead of 
censorship and suppression of the organs of public opinion there 
would be an absolute necessity for their complete and unre- 
stricted freedom. For by such freedom and by it alone could the 
nation be assured that its own will was truly expressed in the 
will of its leader. 


II. DEMOCRACY AS LIBERALISM: ITS 
HYPOCRISY AND FUTILITY 


’ 


‘Justice is the interest of the stronger,” exclaims Thrasy- 


machus. And in that ancient utterance the case against liberal- 
ism is epitomized. For liberalism is a dual faith. Faith, on 
the one hand, in the power of the human mind to discover by 
trial and error, and by individual reason and experiment, ideals 
that are universally valid; and faith on the other hand in the 
power of the human heart and will to respond to those ideals 


with disinterested devotion. 

If justice in a society is always and merely the interest of 
stronger individuals or of a stronger class, then its claim to be 
an ideal discovered by disinterested inquiry and responded to 
with disinterested devotion is made invalid. If there is no right 
except might we must resign ourselves to the cynical belief that 
so-called ideals are merely disguises in which the interests of 
one part of a community are masked in order to triumph more 
effectively over the interests of the others. 

From Protagoras and Thrasymachus to Machiavelli, and 
from Machiavelli to Marx and Pareto, the attacks upon liberal- 
ism have been many and bitter. And from Socrates to Mazzini 
and John Stuart Mill, and from these in turn to the three great 
presidents of our own day Wilson, Franklin Roosevelt, and 
Masaryk, the faith in ideals and their efficacy has been stoutly 
defended. 
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At present it would seem that the forces of attack were in the 
ascendant and that liberals were losing their faith and accepting 
however reluctantly the doctrine of Real-Politik. 

There are many who will feel that there is a certain propriety 
in the present trend and that at the worst it is an inevitable con- 
sequence of the dialectic of history. Must not philosophy fol- 
low theology into the limbo of things outgrown? And should 
not the “twilight of the gods” be succeeded by a twilight of 
ideals? There is, however, a great difference between the two 
passings. For when faith in the gods was lost, however tragic 
that loss may have been, there was at least left the faith in 
man. But if man is to lose faith in himself and in the integrity 
of his own mind and will, then there is nothing of real value 
to remain. The whole enterprise of human culture is reduced 
to the level of a blind and beastlike struggle of force against 
force. 

What is the reason for this waning of hope in the possibility 
of disinterested action? And by what method if any is it possi- 
ble to prevent the imminent death of what is called liberalism? 

The answers to both questions are as easy and clear as their 
applications are difficult and obscure. Liberals are losing ground 
because they have not practiced what they preached. And the 
cure for the sickness is in the removal of its cause. Ideals that 
are more honored in the breach than in the observance cease 
to be assets and become liabilities. Imagine the spectacle of lib- 
eral philosophers marching complacently in front of the bread- 
lines of a starving world and praising in chorus the eternal 
truths of “liberty,” “equality,” “fraternity”! Their words 
would be a shame and a hissing; not because they were false but 
because they were true. For truths of an ethical nature demand 
actualization. And the greater their truth the greater and stern- 
er is the demand for such actualization. The right to praise an 
ideal is a right that should be earned. To see the better and 
follow the worse is sim—and that is a person’s own business. 
But to boast of the better and sanction the worse is insolence— 
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and should be publicly resented. If liberalism is to die it will die 
at the hands of the very liberals who praise it in words at the 
same time that they betray it in deeds. 

It was a favorite teaching of William James that one should 
never indulge in the luxury of a high and generous emotion 
without paying some price, however small, in the form of an 
actual good deed. Without such a price, the fine sentiment will 
become a mechanism of escape from duty, a drug for conscience, 
and an anodyne for the wholesome pain of pity. Whether or 
not it be true that “religion is the opium of the people,” it is 
assuredly true that the lip service to ideals of social justice in 
which so many of us liberal philosophers delight to indulge is 
opium for our spirit and certain to bring doom to our guild 
and death and oblivion to that high tradition which we as de- 
scendants, however unworthy, of Socrates and of Plato are 
sworn to uphold. 

To warn of the danger to the individual soul of indulging in 
empty idealism was, as we have said, the work of William James. 
If we turn from that leader of the past to the leader of Ameri- 
can philosophy today, we find in the work of John Dewey an 
application of the same thought, but directed to the social rather 
than to the individual function of ethical idealism. Impressed 
by the divorce of abstract ideals from concrete practice so tragi- 
cally attested by history, Dewey has devoted his life to the 
integration of these two sides of experience. And in many dif- 
ferent connections he has urged the necessity of reinterpreting 
our aspirations in the light of our applications. 

Ideals that cannot be implemented cannot endure. And the 
challenge of today to the philosophy of today is to supplement 
reason with intelligence and abstract enthusiasm with concrete 
achievement. If this task proves too difficult for the powers of 
liberals, then liberalism itself will ‘pass in music out of sight”’ 
and be replaced by the harsh and disillusioned struggle for pow- 
er which we call by the name of Real-Politik. 

Ideals must be implemented or die, but in what domain of 
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cultural life is the demand for that implementation most urgent? 
Without any doubt it is in the domain of economics. There, 
more than anywhere else, has our civilization failed to make real 
its boasted ideals of liberty and equality for all. Let us turn then 
to the third phase of our subject and consider the system of 
capitalism in which democracy has attained a melancholy and 
momentous culmination. 


III. DEMOCRACY AS CAPITALISM: THE THREE STAGES 
OF THE INDUSTRIAL REVOLUTION 


In its abstract essence, capitalism is the system in which all 
members of a community have equal rights and equal oppor- 
tunities to do what they will with the property that they own. 
It is self-rule or democracy in the field of economics and the 
liberty which it seems to provide for individual initiative and 
variation should guarantee to every man the fruit of his labor 
and ability. Moreover, not only individual justice but social 
progress should ensue. For in a system of economic Darwinism 
the free competitive struggle for existence between various in- 
dustrial ideals and undertakings might well be expected to bring 
a survival of the fittest and a consequent evolution of human 
happiness through human control over nature. 

When we turn from this conception of capitalism in the ab- 
stract to a consideration of capitalism in the concrete the con- 
trast between the two pictures is painful. 

What is called the Industrial Revolution is the outcome of ap- 
plying material science to the satisfaction of human needs; and 
it consists in the substitution of machines for hand-tools. The 
machines are vastly more productive than the hand-tools which 
they replace; and by reason of their size and cost they can be 
owned and controlled only by the capitalists who have used their 
savings to build them and not by the laborers who work at 
them. The owners of the machines divide the product into 
wages paid to the workers and profits retained for themselves, 
as compensation for the capital which they have risked. 
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This Industrial Revolution and the capitalistic system in 
which it is embodied and expressed exhibit three successive, 
but overlapping, stages. The first stage is a sort of golden age 
in which all classes in the community benefit. An enterprise 
is started with somebody’s savings. Those who are employed 
in it get more as wages than they were previously making by 
working for themselves, otherwise they would not have ac- 
cepted the employment. The profits received by the employer 
justly compensate him for his foresight and his skill and for 
the risk which he underwent. These profits are proportional to 
the satisfaction of the public with the goods produced and thus 
furnish an automatic and objective measure of the value of the 
enterprise. Nobody has lost and everyone has gained. 

Upon this first stage of capitalism there supervenes a second 
stage that is by no means so pleasant. The vast increase in 
wealth resulting from the substitution of machinery for hand- 
tools results in an even greater increase in the population. And 
while the rich become richer and many of the poor become rich, 
there exists in ever increasing numbers a surplus of workers 
who must bid against one another for the means of life. The 
freedom of the laborer to sell his labor to an employer, for more 
than he could make by working for himself, degenerates into a 
tragic compulsion to seek a master. For in a developed capital- 
ism and a thoroughly industrialized society, those who control 
the machines have absolute mastery of those who must find 
work at the machines or starve. 

It is of course true that as the number of workers increases the 
number of new enterprises to absorb their labor increases also. 
But the tragedy consists in the fact that the latter increases 
less rapidly than the former. If there were ten jobs to every 
nine applicants the workers could more or less dictate their 
terms; but when, as is almost always the case, there are ten 
applicants for every nine jobs, the workers must take whatever 
they can get, and fight with one another even for that. In this 
situation the only hope for the laborers lies in banding together 
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in unions and so creating artificially a partial monopoly of their 
labor which enables them to bargain collectively and on some- 
thing like equal terms with their employers. 

In lieu of a natural scarcity of labor caused by war, famine, 
pestilence, or by a quite utopian degree of birth-control, the 
artificial monopoly produced by the trade-union is in general 
the workers’ only alternative to virtual slavery. And it is this 
system of a capitalism ameliorated and complicated by trade- 
unionism which during the past hundred years has spread over 
a large part of the world. Having a thousand varied forms, 
it is in essence everywhere the same. Tremendously effective 
in the production of material comforts, many of which are avail- 
able for everybody, it is also productive of the most obscene 
contrasts in human living: vulgar riches and irresponsible pow- 
er for the few, with grinding poverty and degrading dependence 
for the many. And through it all we find an ominously growing 
sense of class antagonism and prospective social revolution. 

This is the system under which we live and it is too familiar 
to us to call for further comment. 

Less familiar and hence more interesting is that third stage 
of the Industrial Revolution which is now supervening upon the 
second as the second supervened on the first. These superven- 
tions, as we remarked before, are not substitutions but supple- 
mentations. The first stage of capitalism continues after the 
second has come; and both the second and the first continue 
along with the third stage which we are now entering. In this 
new stage a new variable begins to dominate the situation. It 
is the increase in technical efficiency of production. Though pres- 
ent and operating from the very beginning of the machine age 
it has until recently been relatively unimportant because as the 
methods of manufacture improved the markets expanded rapid- 
ly enough to absorb the new goods. When some new invention 
made it possible for an employer to produce an equal or even 
a greater quantity of goods with only half the number of work- 
ers, the men no longer wanted were turned off, and they were 
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the only ones to suffer. For sooner or later the fortunate capital- 
ist would use his increased profits to start a new enterprise in 
which more workers could find jobs, and so what is called tech- 
nological unemployment could cure itself with no loss to the 
community other than the suffering of the old workers who had 
been turned off by reason of the new invention. 

Recently, however, the improvements in machinery have 
been increasing more rapidly than the increase of new markets, 
with the result that vast quantities of goods accumulate in the 
warehouses. These goods, however much they are needed, can- 
not be sold because the only ones who could buy them are the 
workers who are employed in producing them. And as the pro- 
portion of workers grows less, the proportion of buyers grows 
less, for the workers are the buyers—and without employment and 
the money it brings, they cannot buy the goods that are pro- 
duced in such tragic abundance. But this is not all. For when 
the laborers, by reason of unemployment, are unable to make 
purchases, the manufacturers are unable to make sales, so that 
not only the proletariat but the middle classes and finally even 
the rich and the very rich are brought to the verge of ruin. 

As the production of goods grows more efficient the distribution 
and consumption of goods grows less efficient. This is the new and 
terrible law of a capitalist economy in an age of machinery, and 
by it other laws are quite overshadowed. It is responsible for the 
well-known and universally recognized spectacle of starvation in 
the midst of plenty—not merely tragedy, but unnecessary trag- 
edy—tragedy combined with absurdity. 

Now, theoretically or in the abstract, there are two perfectly 
good remedies for the crisis. First: An expansion of markets, 
both external and internal, by means of which the surplus of 
workers would be put to work at new enterprises and thus get 
money to buy the surplus of goods. And, second, a shortening 
of working hours which would spread employment over a larger 
number of workers. The trouble with the first of these remedies 
is just the fact that improvements in efficiency of production 
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seem to increase faster and increasingly faster than the expan- 
sion of markets. The trouble with the second remedy is that 
there is an all but irresistible reluctance on the part both of the 
employers and of the more ambitious of their employees to fore- 
go by a shortening of hours and a sharing of jobs the greater 
profits and higher wages that in any single industry are made 
possible by improved methods of making goods. 

The result is the above-mentioned “‘starvation in the midst of 
plenty” —an economic paradox which is as absurd as it is tragic, 
and as inevitable as it is widespread and familiar. 

The first stage of the Industrial Revolution is the stage in 
which both the workers and the capitalists derive benefit. The 
second stage is one in which the capitalists benefit and the 
workers lose. While in the third stage not only the workers 
but even the capitalists themselves tend to lose. And the sys- 
tem as a whole appears doomed by its intrinsic nature to a com- 
plete collapse. 

In the democratic countries today the majority of both lay- 
men and experts probably still believe that the depression from 
which we are suffering is only a transitory phase of the busi- 
ness cycle, a crisis from which the world will emerge success- 
fully. 

But there are others, and their numbers are growing, who 
believe as I do that technological unemployment is destined to 
increase at a rate too fast for new enterprises to absorb it, and 
that this depression, so far from being a transitory crisis, may 
turn out to be a chronic condition that is incurable by the opera- 
tion of purely economic factors. 

Those of us who feel in this way look naturally to some kind 
of governmental action as the only means of escape. 


IV. FASCISM AND SOCIALISM AS ALTERNATIVES 
If laissez faire is to be abandoned and government is to in- 
tervene, there are two forms which the intervention may take, 
socialistic and fascistic. Under socialism private capital is abol- 
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ished, under fascism it is regulated. Each form of governmental 
intervention has a democratic and an anti-democratic variety. 
Democratic or Fabian socialism would possess and administer 
the nation’s property by orderly parliamentary methods. Bol- 
shevistic or anti-democratic socialism would achieve this eco- 
nomic revolution by direct action and dictatorship. Now, 
regardless of whether one’s feelings toward communism are 
strongly sympathetic or violently hostile, I think it must be ad- 
mitted that both as to its tactic and as to its goal it is gaining 
over its more democratic rival. If self-interest and desire for 
private profit are to be given up as the primary incentives to 
economic life, then force and a more or less militaristic com- 
pulsion must take their place. Some of the people all of the time 
and all of the people some of the time are capable of rising to 
heights of unselfish service, and of doing even harder work for 
the love of comrades than for the love of self. But most of the 
people most of the time, pursuing their dull routine jobs and no 
longer lifted out of themselves by the heroic enthusiasm of 
war or revolution, tend to lapse into an indifference that is 
wasteful and perhaps corrupt. This comparative inefficiency of 
bureaucratic enterprise will be admitted even by socialists. 
Now I believe that what is true of socialism is true also of 
fascism. The gentler and more democratic form must either 
fail or evolve into the sterner and admittedly undemocratic. 
The governmental regulation of capital which is fascism, no less 
than the governmental ownership of capital which is socialism, 
cannot succeed by half-way measures. In either case there must 
be regimentation and tyrannous control of individual rights and 
liberties; in short, dictatorship. I say this the more regretfully 
because the present policy of my own country, the ““New Deal” 
as we term it, would seem to be a kind of “‘Fabian fascism” in 
which by democratic methods and in a spirit of good-will the 
government through various bureaucratic agencies attempts 
gently to regulate those wages and prices in industry which 
when left to themselves had brought us to the verge of ruin. 
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But despite the high courage and vision of our leader we are 
facing a situation disconcertingly similar to the prohibition pol- 
icy which we have recently abandoned. It is a situation in which 
the less scrupulous industrialists refuse to conform to the codes 
that are established in the interest of all. And we may well be 
compelled in the near future to decide whether to abandon the 
new controls or to stiffen and enforce them by an army of 
spies and inquisitors. This latter alternative would take us 
perilously close to that fascism which our sincerely democratic 
President would desire at any cost to avoid. 

The seemingly obvious cure for such a situation, and the un- 
employment entailed by it, is to enforce shorter and shorter 
hours to the end that the number of workers should be in- 
creased. But, as we have already seen, this creates the situation 
in which the more ambitious workers would be strongly tempted 
to conspire with the employer to work, let us say, six hours a day 
rather than four; they to get more wages, he to get more profits, 
and only the feeble force of democratically chosen bureaucrats 
to restrain for the good of the whole this strong and steady 
drive of self-interest by parts of the whole. In all such conflicts 
between economic self-interest and political restraint, the for- 
mer is bound to win and the latter is bound to be corrupted 
and defeated, unless, indeed, it consents to abandon its demo- 
cratic form and becomes a thoroughgoing fascistic dictatorship. 

If our diagnosis is correct and if capitalism is doomed to die 
from the self-contradiction which grows and gnaws like a cancer 
within its body, we would seem to be faced with the necessity 
of abandoning the democracy which we love and choosing either 
the dictatorship that is fascism, or the dictatorship that is com- 
munism. For capitalism, with all its evils, is the embodiment of 
democracy in economic form and if the rights and liberties of 
private property are to be abolished in favor of bureaucratic 
ownership or bureaucratic regulation by the state, then those 
other rights and liberties which constitute the essence of human 
personality, and without which the human individual would be 
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degraded to the status of a bee in a hive or a cog in a machine, 
must be abolished also. 


V. ECONOMIC DUALISM: THE WAY OF ESCAPE 


Permit me to suggest to you a way of escape, a plan which, if 
whole-heartedly adopted, would not only lead us out of the pres- 
ent depression and keep us from similar depressions in the fu- 
ture, but would preserve the essential features of our political, 
cultural, and economic democracy. This plan is, in the first 
place, a substitute for the plans of all those who favor revolu- 
tion, be they communists, or be they fascists. It is, in the sec- 
ond place, a substitute for the half-way revolution of those who 
favor the so-called “planned economy” in which business and 
industry are to be half controlled and half uncontrolled by gov- 
ernmental interference. And, finally, the plan I have in mind, in 
spite of its far-flung implications, is, I believe, comparatively 
simple and practicable, capable of being understood by every 
one and worked for by every one, regardless of ultimate differ- 
ences in economic or political creed. 

Let us begin with a question: Why should private charity 
or public doles ever be given to enable the unemployed to live 
in idleness, when it is work rather than idleness they desire? It 
seems a pity to go to great expense to give people something that 
they do not really want. The public should support the unem- 
ployed in idleness only if there appears to be no other way of 
helping them. Now, ordinarily, when a man works, he works 
either for himself or for a capitalist who profits by hiring him. 
In an age of machinery and of specialized industry there are few 
individuals other than farmers who can work for themselves; 
and as for the second alternative of working for an employer, 
the essence of a depression is just that there are no employers 
who can profit by hiring the men who are unemployed. There 
is, however, a third way in which men can work. If no one will 
hire them to work and if as individuals they cannot work for 
themselves, why not have them working for one another? This 
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third way of working will, to be sure, bring no profits to any- 
body in money. For the unemployed have nothing to pay to one 
another. Nothing, that is, except the goods that they can by 
mutual aid succeed in producing. But that kind of nothing is a 
very great deal. For what men really need is not money, but 
the goods that money will buy. And when these goods can be 
attained without money, the money itself becomes superfluous. 

If this very simple analysis is sound it would seem obvious 
that the way to cure unemployment in a capitalistic society is 
to provide means and opportunity for the superfluous workers 
to support one another. There are many ways in which this 
can be done. 

In England there are village communities under the manage- 
ment of those ubiquitous doers of wise and kindly deeds, the 
Quakers; and in these communities the means and instruments 
of small-scale production are put at the disposal of unemployed 
workers. And in my country during the years of the depres- 
sion there have sprung up a great many organizations of un- 
employed men and women who exchange with one another their 
services and the goods produced by those services. Some of 
these organizations are completely self-sustaining, others are 
helped by private agencies, still others, and their number is 
fortunately increasing, are initiated and managed by the gov- 
ernment. 

In spite of the great service which these associations have 
rendered during the last few years, there is about all of them 
an inevitable looseness and diffusion of responsible direction 
that would work against their becoming adequate to care for 
the very large numbers of those who may be expected to re- 
main unemployed even when the present depression has passed. 

To what extent the present number of unemployed can be 
reduced by developing new markets, both foreign and domestic, 
and by the movement for shorter hours and sharing jobs, or, 
on the other hand, to what extent it may be increased by the 
remorseless advance in technology with its replacement of men 





DEMOCRACY AT THE CROSSROADS 155 


by machines, the future alone will decide. But whether the 
number of the permanently unemployed be greater or less than 
it is now, it will in any event be far too large to be dealt with 
adequately by the loose and temporary associations for self- 
support that have ameliorated the distress of our recent emer- 
gency. 

The only permanently adequate means by which mutual self- 
support on a large scale could be achieved would be by organ- 
izing communities under the management of paid experts. In 
such communities all who desired could enlist, as in the army, 
for a minimum period of service, at the end of which they would 
have the option of re-enlisting or of seeking employment in pri- 
vate industry. To be really successful these communities, insti- 
tuted and managed at the expense of the government, would 
need to be conducted in accordance with three basic principles 
—at least two of which would differentiate them sharply from 
the multitudes of co-operative communities, both those purely 
commercial and those organized for some idealistic or utopian 
purpose which have been tried in the past and which (with the 
exception of certain strictly religious and monastic societies) 
have always failed or dissolved for one reason or another. 

These three principles for our proposed communities are the 
principles (1) of economic insulation, (2) of communistic or 
egalitarian sharing of material goods, and (3) of dictatorship or 
direction by experts in whom power and responsibility would be 
vested. Let us consider these principles in turn. 

1. Economic insulation.—Whenever it is proposed that the 
taxpayer’s money be used by the government to put the un- 
employed to work producing goods, there are protests by the 
private manufacturers, farmers, and merchants who object to 
the government as a competitor, especially at a time like the 
present when the market is glutted with a surplus of unsalable 
goods. 

One has only to consider the tragic plight of American agri- 
culture to realize how preposterous it would be to organize gov- 
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ernment farms to produce crops of which there are already too 
great an abundance. And to other kinds of production by the 
government of goods for sale there would be the same kind of 
objection. 

The second group who look with suspicion on schemes for 
putting the unemployed to work with government money are 
the labor unions. For here we are confronted with a dilemma: 
Either the wages to be paid would bankrupt the government or 
they would be less than the union standard. In the latter case 
the hard-won wage-level will be in danger of being permanently 
lowered. It was only by overriding the protests of responsible 
leaders of the American Federation of Labor that the otherwise 
beneficial plan of President Roosevelt for organizing the un- 
employed in an industrial army for afforestation and other sim- 
ilar work was passed by Congress. 

It is because of this reasonable opposition from business and 
labor that it would be necessary to apply our first principle of 
economic insulation to the plan for organizing the unemployed 
for permanent large-scale production. This would mean that 
the goods made by the unemployed would be consumed by the 
unemployed and not permitted to be sold in the open market. 
There would thus be no profits accruing to the government at 
the expense of private business. And as there would be no 
profit, so also there would be no wage—either at the union level 
or at any lower level. In lieu of wages there would be rations 
given to the workers from the goods that they themselves pro- 
duced. The communities would thus be as nearly as possible 
self-contained and autonomous, resulting in no demoralization 
either of wages or of prices. This complete insulation of goods 
would not necessitate a corresponding insulation of the commu- 
nity workers from the general society surrounding them. Like 
members of the army they would be lodged and fed by them- 
selves, but in their leisure time they would be free to inter- 
change visits with their friends outside. 

2. Communism or Egalitarianism.—The proposed communi- 





=s3 &- Ss © DD FSF = Oo at oe O&O, Cc 


. eet et Sf Ur OlUCO]’CNCUMNMLCDD 


DEMOCRACY AT THE CROSSROADS 157 


ties should be communes in which the goods produced should be 
distributed equally, or in proportion to the needs rather than 
to the abilities of all members in good standing. In the outside 
world of capitalistic enterprise the dominant motive is the 
desire for private profit. To each according to his abilities and 
his luck; and from each according to his need for the job. There is 
much to be said in favor of that system and much to be said 
against it. For better or for worse it is the system to which all 
capitalistic countries are committed. Now, the proposed com- 
munities for the unemployed are to be islands of refuge from 
that world of competition. They will contain those who, for one 
reason or for another, have turned out to be unsuited or who 
feel themselves to be unsuited to the environment of business 
enterprise. There would be no point in duplicating that environ- 
ment within the communities. The workers there are to receive 
goods rather than money and it would be out of keeping with 
the spirit of the new community life to penalize the weaker 
members by giving them less in the way of the necessities of 
food, shelter, and clothing than those who physically or men- 
tally were more fortunately endowed. As long as the workers 
did the best they could they should be entitled to share equally 
in the collective product. 

If the motive of private profit is to be eliminated from the 
communes, its place must be taken by those other motives 
stressed by socialists of all ages. The love of work for its own 
sake, the desire for the esteem of one’s comrades and the fear 
of their disesteem, the ambition to excel and to receive the 
greater responsibility and power that recognized excellence will 
bring: these incentives will go far to call out the best efforts 
of which men are capable. With the finer characters they would 
probably be even more effective than the incentive of private 
profit. With the baser sort of person, however, they would be 
far less potent and would need to be supplemented by definite 
disciplinary organization and control. 

3. Dictatorship.—Centralized control from above would be a 





158 INTERNATIONAL JOURNAL OF ETHICS 


fundamental requisite in the communes not only for the reason 
just mentioned but because of the very nature of modern in- 
dustry. Machines require the direction of experts. A great 
power house with its highly technical complexities is no more 
suited to the democratic methods of town meeting or parlia- 
ment than is a ship in a storm or an army in a battle. If the 
communes are to be managed at all they must be managed by 
experts, by men who understand the mechanisms of industry 
and the manner of their direction and operation. And not only 
would the management of the separate industrial enterprises 
be a job for technicians or engineers, but the co-ordinating and 
uniting them into a single industrial organism would also be a 
job for engineers or at least for men of the engineering type of 
mind. It would in any event be an absurdity to intrust that sort 
of power to the workers themselves—the more so when we re- 
member that the latter will consist of men and women who, 
whatever their intrinsic talent, will hardly be likely to possess on 
the average any great degree of managerial ability. 

The fact that the communes were managed by experts and 
were to that extent dictatorships rather than democracies would 
not of course preclude the worker’s viewpoint from being repre- 
sented by councils chosen by the workers themselves. There 
would, moreover, be plenty of opportunity for the more able 
and responsible workers to rise to positions of power and to par- 
ticipate in the management of affairs to whatever extent the 
official controllers might regard as appropriate. It would be the 
prospect of this greater power and responsibility rather than 
the prospect of larger material reward that would operate as an 
incentive and make a strong appeal to the self-interest of the 
members of the communes. But the material rewards them- 
selves, though shared in common and not depending on compe- 
tition, would be a very tangible inducement to the workers to 
do their best. The knowledge that no one outside the com- 
munes would profit from their labor and that they themselves 
would receive the entire product would lend a continuing zest 
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to the work and effectively differentiate it both from the pro- 
ductive work performed for the benefit of the private employer 
or even for the government and from the unproductive work 
of an army training camp. 

The simplest type of commune and the one involving the 
least expense to the government would be a farm on which the 
unemployed would be given clothing, shelter, and the opportu- 
nity to produce their food. This simple agricultural commune 
could easily be expanded to include on a moderate scale various 
essential industries so that most of the necessities and some of 
the comforts of life could be produced by the members of each 
commune for themselves. But while the communes could be 
started in this simple manner we might hope that something 
quite different and far superior would soon replace the small 
self-supporting unit. 

Modern industry is machine industry and its extraordinary 
efficiency involves specialization and mass-production. If our 
proposed system of communal production is to enjoy the ad- 
vantages of modern technology, the communes must be inter- 
dependent rather than autonomous, and each must specialize 
and operate on a large scale some one of the basic industries to 
the end that the specialized products of each commune can be 
exchanged for those of the others. In this way and in this way 
only would it be possible to build within a capitalistic society 
a chain of communes dependent upon one another and sufficing 
for one another. We should then have a dual economy—two 
completely independent economic systems, a fascistic commu- 
nism within a democratic capitalism. Each system would be eco- 
nomically and industrially insulated from the other, but there 
would be no social or physical barriers and all citizens would be 
free to choose whichever system they thought would suit them 
and at stated periods to change from one to the other. 

There is, so far as I can see, but one grave objection to the 
economic dualism here proposed. It is an objection, not logical 
but psychological, consisting in the all but universal prejudice 
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in favor of monism rather than dualism. It does not occur to 
people that it is not necessary to choose either all black or all 
white or all of some compromise gray. Or if there does occur the 
thought of a two-fold system, the black for those who need 
black and white for those who want white, that thought is re- 
jected as unworthy of serious consideration. These who desire 
the entire social system to be capitalistic will dispute with those 
who desire it to be communistic. And though in violent opposi- 
tion to each other they will agree in thinking that society must 
choose between their views or accept some uniformly applied 
compromise in which the weak points of each extreme would be 
blended. 

Yet such attitudes, despite their almost universal prevalence, 
are wrong. And the reason they are wrong is that the surplus 
of goods enjoyed by the rich and the deficit of goods suffered 
by the poor are not simple mathematical opposites but qualita- 
tively different conditions requiring qualitatively different 
treatments. Friends gambling with their surplus of money can 
have a pleasant party. Those same friends gambling for one 
another’s vital necessities make as ugly a spectacle as can be 
imagined. A régime that is appropriate to an economy of sur- 
plus is tragically inappropriate to an economy of deficit. To 
make unemployed and starving men wait upon the fluctuations 
of capitalistic business is shameful. They should be cared for 
and their necessities assured by any society that claims to be 
civilized. Especially is this true today when not even the most 
conservative economist will deny that with our modern indus- 
trial technique we could produce more than enough to give 
every human being alive a decent minimum of subsistence. The 
trouble is, as we have said, that under capitalism the adequacy 
of distribution falls increasingly behind the adequacy of produc- 
tion, with the result that more and more is given to those that 
already have, while from those that have not is taken away even 
that which they had. For these less fortunate ones communism 
is the only means by which their bitter need can be satisfied. 
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But it does not at all follow from this that communism should 
be made universal. Capitalism with all its manifest advantages 
can be perfectly well retained for the benefit of the fortunate 
minority and for the progress of society as a whole. In short, 
what the situation demands is not a single economic system, 
capitalistic or communistic, but an economic dualism in which 
capitalism for those who can afford it is accompanied by com- 
munism for those who need it. 

How would the standard of living in the communes compare 
with the standards of the capitalistic world? Only the experi- 
ment itself can answer the question definitely; but prior to the 
actual test we can be reasonably certain of the lower and the 
upper limits between which the results would lie. 

At the worst the standard of living in the communes would 
be no lower than in military barracks. There would be the bare 
necessities of life and a minimum of education and recreation. 
And even at that low level the communes might be a consider- 
able strain on the taxpayers. Yet even this most pessimistic 
prospect would be an improvement upon what we have now. 
For it would be less of an evil to have the unemployed working 
inefficiently and under clumsy and expensive supervision than 
for them to be as at present supported in idleness and by a com- 
bination of private and public charity. No matter how badly 
they were managed the communes could not fail to be partly 
self-supporting, and partial self-support is less demoralizing, 
even if not less expensive, than the enforced parasitism of life 
on the dole. 

If we turn from the lowest level of what might be hoped for 
to the highest level and the most optimistic prospect, we find 
ourselves confronted with the roseate pictures painted by the 
advocates of technocracy. According to those utopian engi- 
neers we are assured that in an industrial society under a dic- 
tatorship of technicians, with every adult compelled to do ex- 
actly the work that the chief engineer and his general staff de- 
cided to be best for the general welfare, the material prosper- 
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ity would be so extraordinary that each inhabitant would enjoy 
a standard of living equal to what now requires $20,000 a year 
to attain. And we are further informed that this luxury could 
be obtained by an annual output of only six hundred and sixty 
hours of work by each of the adult workers. Thus, for some- 
thing like four hours a day, four days in the week, ten months in 
the year, a person would be a cog in the industrial machine with 
no more freedom than a robot, but for the remaining nine- 
tenths of his time he would be as free as air and could devote 
himself to science, art, philosophy, religion, or sheer play and 
sheer idleness, according to his fancy. 

Life in the chain of communes that we are proposing would 
be somewhere in between this technocratic paradise and the 
dreary barracks that would define the communes at their worst. 
There is, as we have said, no way of deciding, in advance of the 
actual trial, just how near to the one or the other of these ex- 
tremes the truth would be found. 

The technocrats are enthusiasts and though they claim to 
speak with the authority of engineers and on the basis of data 
carefully gathered and scientifically analyzed, yet there can be 
little doubt that their claims are wildly exaggerated. Shall we 
say that they have magnified the practical possibilities of effi- 
ciency in a system of directed industrial production to double 
or treble or even to ten times what might reasonably be ex- 
pected? Let us go to a fantastic extreme of safety and assume 
that they have been guilty of a forty-fold exaggeration, and have 
overstated their case by 4,000 per cent; and that, instead of 
twenty thousand dollars worth of wealth to be enjoyed during 
the year by each member working sixteen hours a week for ten 
months, there would be only one fortieth of that amount. In 
that case the workers in the communes would get the equivalent 
in the goods they had produced of only $500 a year. To allow 
for such a forty-fold exaggeration on the part of the techno- 
crats is to employ a larger coefficient of mendacity than the stern- 
est reactionary has ever felt it necessary to use in discounting 
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the claims of the wildest radical. Yet even with this absurd un- 
derestimate we can see what incredible improvement would 
come to any country if all of its inhabitants who were unem- 
ployed could be assured of the equivalent of $500 a year by en- 
listing in a commune and working obediently for only sixteen 
hours a week under the direction of the experts in control. 

Let us keep in mind that in return for the discipline to be 
undergone by the members of the communes there would be 
several most important compensations. In addition to the ab- 
sence of poverty there would be an absence of the fear of pov- 
erty—and to many if not all human beings the fear of suffering 
is more disrupting than the suffering itself. There would, to be 
sure, be an absence of riches as well as of poverty, but that 
would bring with it a freedom from the preoccupation with 
wealth which is often as disruptive of character, as the fear of 
poverty is disruptive of peace. 

With but sixteen working hours to the week, there would be 
much more leisure for recreation and for the pursuit of one’s 
favorite avocation than is usually available in the hurly-burly 
of the capitalistic world. 

Family life could go on in the communes quite as well and 
far more securely than in our present society. There would be 
provision for education—compulsory for children and optional 
for adults. And, finally, for the zest of competition between in- 
dividuals for wealth, there would be substituted what the Rus- 
sians call “socialistic competition’ —the unmalicious rivalry of 
the communes with one another, each striving to excel in the 
co-operative enterprise of producing for the common good. 

What would be the effect of the communes upon the capital- 
istic world within which they would exist as islands of refuge 
in a stormy sea? Would capitalistic production and distribution 
be interfered with by presence in the same country of commu- 
nist production and communist distribution? Of one part of the 
answer we can be sure. If the two systems of economy were 
economically insulated the one from the other there need be no 
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interference. Each society would carry on for itself, producing 
and distributing in its own way. Private manufacturers and 
merchants would have no cause to complain that the govern- 
ment supported by their taxes was competing with them in busi- 
ness. This much I think is clear; but in one very important re- 
spect the new capitalism would differ from that which we have 
today. It would have to function without the whip of hunger. 
Workers would no longer, as at present, be confronted with the 
alternatives of accepting whatever wage was offered or else sink- 
ing into the abyss of jobless poverty. There would always be 
open to them the opportunity of enlisting in the communes. 
Hence the capitalist employer, if he wanted men to work for 
him, would have to offer them enough to make it worth their 
while. He could exploit the ambition of his workers and even 
their greed, but he could not exploit their terror or their misery. 
Perhaps the capitalist system could not survive without the 
threat of starvation for its workers. In that case it does not de- 
serve to survive. But if, on the other hand, it can survive in a 
society from which poverty and insecurity have been banished, 
then it does deserve to survive. In either case what ought to be 
would be. 

I myself believe that capitalism, even when deprived of its 
poisonous power to injure and oppress, would be able to con- 
tinue. We are so overwhelmed today by the evils of capitalism 
as it is that we tend to forget the advantages of capitalism 
as it might be. Let us remember, then, that in its ideal intent 
the capitalist system is the system in which every individual 
is free to do his own stuff and take his own risk; his failure 
or success to be determined automatically by the worth of his 
enterprise, that worth to be empirically proved by the demand 
for his goods rather than estimated a priori by a body of off- 
cials. 

Who of us is not glad that the two obscure mechanics, Wilbur 
and Orville Wright, were able to save their pennies and build 
their weird machine and then try it out at Kitty Hawk and so 























DEMOCRACY AT THE CROSSROADS 165 


give the world that gift of flight for which it had waited vainly 
from the mythical days of Daedalus? Suppose that instead of 
what did happen under capitalism, it had been necessary for 
those brothers to go, caps in hand, before a body of bureau- 
cratic officials, even the best you can imagine, and say to them: 
“So please you, Comrade Commissars, we pray you to grant us 
out of the communal resources the means to build a flying ma- 
chine.” To such a plea we can hear the reply of our competent 
and conscientious technocratic commissars. “Go back, dear 
boys, to the repairing of bicycles for which you have shown 
yourselves fitted, and do not ask us to waste the sacred collec- 
tive resources of the comrades in trying out the experiments of 
those who are without training or reputation in science.”’ 
Admiration for the communistic philosophy must not make us 
forget that the basic law of progress is opportunity to vary, to 
change, to experiment with new things. Throughout the hu- 
man world and throughout the vast subhuman world from 
which humanity emerged, every upward step a group has made 
began with some individual variation. No orthodoxy is so broad 
but that it started as a heterodoxy whose starter or founder was 
in a minority of one. The variation may be a new tooth or claw 
in an animal, or it may be a new article of commerce tried out 
by some ambitious huckster. Or it may be a new religion, a new 
scientific hypothesis or invention—one success to a thousand 
failures, but that one destined perhaps to initiate a new epoch. 
It is a priceless thing, this freedom, and in the economic field it 
is the system of laissez faire that seeks to provide it. Capital- 
istic enterprise, granting all its raucous din and waste and all the 
deep vulgarity of its high-pressure salesmanship and advertis- 
ing, to say nothing of the cheating and chicanery that must for- 
ever accompany a production of goods for profit rather than 
for use—granting all this and more, the system still claims one 
intrinsic value, and that is liberty. Liberty as an ideal? Per- 
haps. But as a reality hardly. For as society exists today there 
are a hundred economic slaves for each free entrepreneur. Yet 
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could we once remove from society the threat of poverty the 
new capitalism that would ensue could furnish in fact and for all 
its participants that liberty of which the old capitalism has 
boasted but which it has actually conferred upon only a fortu- 
nate minority. Capitalism, thus purified and held in check by 
the rival way of production offered by the communes, might 
gain a new lease of life; and for the first time the system of indi- 
vidual enterprise would be forced to pay its own way unsub- 
sidized by the misery and fear of men who have nowhere else to 
turn. Then, too, a momentous experiment would have been set 
going, a continuing test in the great laboratory of a nation’s life 
of two alternative ways of production. Now we live in a scien- 
tific age, an age in which theories are verified, not by force but 
by experiment. Surely as citizens of our time it should be a 
manifest duty to test the all-important rival theories about so- 
ciety by the same methods that are used to test the theories 
about physical nature. 

What would be the cost to the taxpayers of this experiment 
of communism within capitalism? That would, of course, all 
depend upon how elaborate was the scale on which we desired to 
begin. By spending comparatively little we could accomplish 
quite a little—and by spending more a great deal could be ac- 
complished. Even if the initial costs of equipping the communes 
and managing them for the first few years were very high, we 
must bear in mind three great compensations. First, from the 
moment the communes were started, all genuine poverty would 
be abolished and the mountainous expenses of public and pri- 
vate charities would be reduced to almost nothing. Second, as 
time went on, the expense to the taxpayers of maintaining the 
communes would become less because the communes themselves 
would become more and more nearly self-supporting in that they 
would produce not only goods for consumption but also the 
means and instruments for the production of such goods. 

And along with the steady lowering of expense for the tax- 
payers would be the steady rise in the standards of living for 
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the people who would be members of the communes. Restricted 
at first to bare necessities, they would gradually attain for them- 
selves more and more of the comforts of life. If the experiment 
had any considerable measure of success, if communal produc- 
tion could really be made to work when carried on under the 
direction of expert technicians who would be untrammeled by 
the exigencies and distractions of making monetary profits for 
financiers, there would be no reason why life in the communes 
should not, in the course of years, come to equal, or even sur- 
pass in its luxuries and amenities, the life in the surrounding 
capitalistic world. 

There is one great institution in our present society that might 
be used as a most important instrument in establishing and 
managing the communes. I refer to the army. Here is an organ- 
ization with a high and long-standing tradition for public serv- 
ice. Pacifists regard soldiers as killers of their fellow-men and 
that of course is what the soldiers are. But when the army 
leaves for the front the patriots who weep and cheer do not 
think of the soldiers as men going out to kill, but as men going 
out to die and to risk dying; and not for their own profit but for 
the defense and protection of others. And this conception of the 
soldier is no less valid than that other conception held by the 
pacifists. The soldier is indeed two men in one: a man who goes 
forth to kill and a man who goes forth to die. If only we could 
find a way to preserve the heroism of the fighting man and at 
the same time give that heroism some less wasteful and dreadful 
objective than the killing of his fellows we should have solved 
one of the gravest problems that confronts humanity. As Wil- 
liam James so clearly realized, pacifism merely in and of itself 
is a negative ideal. To make it thrill and gain a real appeal some 
means must be devised by which peace can be “‘waged”’ even as 
war is “‘waged.”’ And to that end militarism must be sublimated 
rather than suppressed. 

Can we imagine a finer way of sublimating militarism—not 
only its fighting spirit and tradition of discipline, but its im- 
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mense material resources—than to offer to our armies the chance 
for a great adventure in the building-up under expert direction 
of communes of refuge, and thus waging a victorious war against 
the universal public enemies, insecurity, poverty, and misery? 

Now it may be objected that the experimental communes here 
proposed would embody all the evils of that fascism to which 
they purport to be an alternative. To any such objection I an- 
swer that if the opportunity for production under a dictatorship 
of experts can be called fascism, it is in the first place a fascism 
that is optional rather than compulsory, leaving the individual 
free to enlist at intervals of one to three years, and to get out 
of the system if he does not like it; that in the second place it is 
a fascism that applies its disciplinary control only to a man’s 
work and only during his working hours, leaving the cultural 
part of his life and his hours of leisure quite free from regimen- 
tation; that in the third place it is a fascism to be used not as 
a weapon against communistic equality and in favor of a soci- 
ety of classes and castes, but, on the contrary, as a means of 
securing the effectiveness of a thoroughgoing egalitarian com- 
munism by bringing to its aid all the resources of technical sci- 
ence administered by technical experts. 

I have argued that the world is confronted today with a crisis 
that is political, cultural, and economic. The democracy that we 
have been brought up to regard as axiomatic in its validity is 
being definitely challenged by more than one country. Its par- 
liamentarianism and liberalism are held to be both clumsy and 
hypocritical. And its capitalism is charged with being cruel and 
sordid, unsuited to the age of machine industry because incapa- 
ble of distributing with any degree of equity the goods that are 
so efficiently produced. The new Italy is a spiritual challenge to 
our democratic system, so also perhaps is the new Germany. 
But the greatest challenge of all is the New Russia. For there 
in the Union of Soviet Socialist Republics, we see a nation of a 
hundred and sixty million peasants and laborers possessing only 
the most meager equipment of the machinery which we have in 
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such abundance, and endowed with only a fraction of the skill 
possessed by us. Yet it is this same nation which under the ap- 
pallingly ruthless leadership of a relatively small band of Marx- 
ian doctrinaires is changing the face of two continents and cre- 
ating or trying to create a new type of civilization. If the Rus- 
sians do succeed, working under enormous handicaps and armed 
only with a fighting faith, an atheistic religion as intense and as 
fiercely intolerant as that of the early Christians, it will be im- 
perative that we, citizens of the capitalistic democracies, should 
either give place to them and their system or else prove by our 
deeds that we have the will to purge our economic life of unem- 
ployment and misery and transmute the ideals which as liberals 
we cherish from the hollow mockery which they have become 
into the actuality which they demand and deserve. 

The economic dualism that I have proposed would not only 
offer to all men a continuing choice between the two great ways 
of life, the way of economic liberty at the price of economic risk 
and the way of economic security at the price of economic disci- 
pline, but also it would offer to the men of science in an age of 
science an experiment by means of which the strong and weak 
points of each régime could be scientifically established, with- 
out either the tyranny or the bloodshed that has attended the 
fascist and communist revolutions in Europe. Though a blood- 
less alternative to revolution, the experiment would be of revolu- 
tionary significance to every free country in which it was tried. 
For it would preserve and apply to the needs of our own tragic 
time the institutions which our ancestors have fought through 
the centuries to attain. Certain it is that, unless some very radi- 
cal adaptation of the ideals of democracy to an age of machinery 
can be right speedily made, a cultural inheritance that is of 
sacred and irreplaceable value will be utterly and irretrievably 
lost. 


BARNARD COLLEGE, COLUMBIA UNIVERSITY 





MORAL CONFUSION IN ECONOMICS 
C. E. AYRES 


I 


ETHER economists can, should, or must deal with 
moral problems is a question which most students of 
ethics would answer with unhesitating affirmatives. 

To their minds, indeed, the matter is scarcely open to debate. 
Everybody can, should, and must deal with moral problems, for 
such is the nature of morality. Even mathematics is not with- 
out moral significance. The president of the University of Texas, 
a mathematician, insists that the republic is doomed unless the 
people can learn more arithmetic. In recent years, nevertheless, 
economists have apparently been of two minds about it and the 
liveliness with which conflicting opinions have been debated was 
signalized only recently in the editorial columns of the New 
York Times.* This is a new thing in the history of economic 
thought and, I think, highly significant of the confusion by 
which contemporary economic theory is plagued. As one econ- 
omist indicated very clearly in a recent issue of this Journal, the 
question involves nothing less than the essential nature of the 
body of fact and theory which we call economic science. But 
that is obvious and incontestable. The point is that no clear 
conception of the nature of their science prevails among econo- 
mists at the present time, not because the economists are un- 
aware of the deficiency or indisposed to struggle with it but be- 
cause they are deeply divided into opposing schools of thought 
by a conflict of opinion with respect to fundamentals which 
neither has adequately probed as yet. 

Nothing more clearly indicates the confusion and bewilder- 

t “Economics and Ethics,” New York Times, July 10, 1934. 

2 Joseph J. Spengler, “Have Values a Place in Economics?” International Journal 


of Ethics, XLIV (1934), 313-31. 
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ment by which students of economics are nowadays beset than 
the obscurity of these issues. Perhaps the other social sciences 
are similarly afflicted, but such is certainly not the case with the 
physical sciences. Their issues seem, even to an outsider, to be 
quite clear and definite. Consider, for example, the dispute 
among physicists over the source of the “cosmic rays.”” Whence 
do they come? Some scientists indicate one source and some an- 
other, but each is plainly defined by the supporting evidence. 
In contrast to all this, economists can scarcely agree upon the 
definition of their differences. At the present time, American 
economists are said to be drawn up into two hostile groups 
known to the trade as ‘‘Neo-classicists” and ‘‘Institutionalists.” 
But what are their stigmata? One group is generally considered 
orthodox and the other higher-critical; but how orthodox is 
orthodox, and how critical does one require to be in order to be 
counted an “‘Institutionalist”? No one knows. Some consider 
that the self-styled ‘‘Institutionalists” are merely bad neo-classi- 
cal economists, while others project the intellectual issue against 
a background of social struggle in which “Institutionalism” 
leads the cohorts of reform and ‘‘Neo-classicism”’ those of stand- 
pat conservatism. That is, each group views the other in some 
such guise as this. Each also cherishes a rather more flattering 
conception of itself. Thus the “Institutionalists” seem to regard 
themselves as crusaders for the “‘social control” of the runaway 
engine of competitive (or monopolistic and predatory) gain, 
while the ‘‘Neo-classicists” consider themselves the responsible 
custodians of the intellectual ideal of realistic objectivity and 
scientific analysis. 

Taken at its own valuation each of these ideals is certainly at- 
tractive. But they are not mutually exclusive nor mutually dis- 
tinguishing. Indeed, they are not correlative at all. Moreover, 
in the absence of such mutual otherness neither seems on ma- 
ture consideration to mean anything in particular. 

What makes the idea of social control so attractive, I believe, 
is the shame and anger we all feel at the spectacle of inequality. 
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It is universally admitted, at least among economists, that the 
world is not run with any eye to the public good. Rather it runs 
itself. In so far as anybody has any clear conscious intentions, 
they are to do as much as possible for number one. The public 
good, if it is enhanced at all, is furthered incidentally and by 
surreptition. In these circumstances the spectacle of sybaritic 
ease in one direction and in the other of appalling misery and 
squalor is certainly upsetting. I confess to being upset by it 
myself. But I am bound to confess also to a growing doubt 
whether that proves anything. A science of economics founded 
upon my feelings would, I fear, be insecurely buttressed. 
Whether social control is called for seems to depend not so much 
upon the degree of my indignation at the kind of world we live 
in as upon the question of fact whether the public good is ac- 
tually being furthered, intentionally or surreptitiously, or 
whether it is actually being run into the ground with the sure 
prospect of utter calamity for all. The philosophy of social con- 
trol has been severely criticized for the vagueness of the agency 
presumably invoked to exercise such control. But the question, 
“Who is to do the controlling?” seems to me incidental and 
secondary to the question, “By virtue of what calamity, present 
or prospective, is control forced upon us as the sole alternative to 
extinction?” If it can be proved that a crazy pilot (or the lack 
of any pilot at all) is sending the ship straight on the rocks, it 
makes no particular difference which of the mates is the better 
navigator: anyone will do better than at present. Thus the 
crucial question for the whole “‘Institutionalist”’ philosophy is: 
“Are we going on the rocks?” This is a large question. Repug- 
nance, however strong, to social inequality, however great, is 
no answer to it. On the contrary, the answer involves the whole 
theory of economic order. The most serious defect of “Institu- 
tional” economics is its failure to meet this challenge. It has 
either dismissed economic theory with contempt or ignored it 
altogether, and has thus richly merited the “‘Neo-classical’’ jibe 
which declares it mere “‘bad economics.” 
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But what is good economics? Scientific analysis in a spirit of 
realistic objectivity is all very well, but a shipwreck is not the 
occasion for a display of intellectual virtuosity. The ‘‘Neo- 
classicist” does quite right to challenge the assumption of im- 
minent calamity, but the mere show of intellectual calm does not 
altogether dispose of the possibility. There is a perceptible dif- 
ference between objective detachment and scholastic irrele- 
vance. I am obliged to admit, somewhat ruefully, that there is 
much justice in the ‘‘Neo-classical”’ strictures upon “Institu- 
tionalist” economics. “Institutionalism” has left undone many 
things that it should have done. It should have been more rigor- 
ously analytical than it has been. I should like to think that I 
value realistic analysis. But I must say that my gorge rises at 
the offerings of most “‘Neo-classicists.’’ The cutting edge of the 
issue between them and the “Institutionalists” would seem to 
be the incapacity of the latter to demonstrate the failure of the 
present economic order which they propose controlling. This 
would seem to present ‘‘Neo-classicism”’ with a definite responsi- 
bility for correcting that defect by a competent demonstration— 
not necessarily of failure, to be sure, but of the degree of success 
or failure of the capitalist economy. Their whole concern should 
certainly be to go to the heart of the problem of economic order. 
But their actual preoccupation is almost exclusively with the 
epidermis. They are accused by “Institutionalists” of plucking 
the eyebrows and powdering the nose of capitalism, and a per- 
usal of their current offerings certainly lends conviction to 
the charge.. No less than the “‘Institutionalists,” they have ig- 
nored the central problem of their own so precious economic 
theory. 

What is the problem of economic theory? It is contained in 
the question, “‘Are we going on the rocks?’’—the question which 
marks the one point at which the “‘Institutionalist” and ‘“‘Neo- 
classical” schools are definitely opposed. Obviously it is a ques- 
tion of terrible importance. The “‘Institutionalists”’ are quite 
right when they insist upon its importance, and the ‘‘Neo- 
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classicists” are quite right when they insist that it can be an- 
swered only through analysis—theoretical analysis. For it is a 
question of theory: the theory of social order. 


II 


The science of economics occupies a unique place among the 
social sciences. More than any other it comes to focus in a 
“system”’ of “laws’’ capable of mathematical statement, or at 
least application. As a consequence of this, the part played by 
economics in relation to the other social sciences resembles that 
of physics or chemistry in relation to other natural sciences. 
Just as physics contains the basic principles of, say, geology, or 
chemistry those of zodlogy, so economics has come to be regard- 
ed as “fundamental” to the other social sciences. We usually 
account for such priority on the supposition that the data of one 
science are somehow prior to those of another—molecules prior 
to cells; crystals prior to earth movements; food-getting prior 
to governing, and so forth—and perhaps this is the case. But I 
venture to think not. I venture to think that physics underlies 
geology not because atoms or electrons are naturally prior as 
actual phenomena to mountains and continents but because cer- 
tain intellectual principles have been devised by physicists 
which impose themselves on geologists, rather than vice versa. 
As regards the social sciences I feel that such is certainly the 
case. I doubt if anyone would maintain that the so-called eco- 
nomic interests and activities of mankind antedate all other 
activities chronologically or constitute the physical cause, or 
even the metaphysical final cause, of which all other activities 
are effects. On the contrary I believe that the disposition of his- 
torians, political scientists, sociologists, and so forth, to seek 
“economic interpretations” of their various problems is due not 
to the nature of food-getting as such but to the existence of that 
“body of economic laws” to which I have referred as a system of 
intellectual principles by virtue of which, more satisfactorily 
than in any other way, the social order can be explained. 
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For this reason the “‘principles of economics” are a matter of 
fundamental intellectual concern to all students of the social 
sciences. Certainly they are the chief concern of all economists. 
More than any other social science, economics is defined by this 
body of principles. Its recognition as a science dates from the 
emergence of this theory, and it is universally supposed to have 
been “founded” by the men who first enunciated the theory and 
have become known in consequence as the “classical econo- 
mists.”” When we teach economics, what we teach is in the main 
this theory, and when we engage in research upon any of the 
various aspects of the ‘‘economic order’ the definition of our 
problems is almost inevitably derived from the conception of 
order contained within the theory. This does not mean that the 
principles of economics have always passed unchallenged, nor 
even that economists have always enjoyed a degree of unanim- 
ity unattained by other mortals. On the contrary, the dissen- 
sions among economists have been notorious, and the denuncia- 
tion of classical economic theory by its critics—socialists, hu- 
manitarians, and so forth—has been conspicuous for its viru- 
lence. But the denunciation has come from outside the eco- 
nomic circle, and the dissensions have to an astonishing degree 
been confined to matters of detail. For a century or more scarce- 
ly any doubt ever arose in the minds of economists of the reality 
of their economic order or the essential efficacy of their princi- 
ples to account for it. 

Nevertheless, the whole conception seems to the modern 
mind fraught with doubt. What it chiefly asserts is not merely 
an observable continuity of cause and effect, which is all that 
any physical scientist dares now to presume. The laws of eco- 
nomics are “natural laws” of a distinctly theological persuasion, 
such as physical scientists have been struggling for a century 
and more to escape. In so far as they are efficacious at all, these 
laws take effect in a “natural” harmony or equilibrium of forces, 
a “balance,” for instance, of supply and demand. This notion of 
balance, or harmony, or—to use the classic phrase—“natural 
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order,” is dangerous in proportion to the attraction it exerts. 
Almost unanimously unreflective people regard it as an obvious 
fact, whereas a very moderate amount of philosophic reflection 
removes it decisively from the category of the obvious, while a 
similarly moderate acquaintance with modern science reveals 
it to be wholly without factual support. The affinity we feel for 
it is cultural. What this easy compatibility reveals is not that 
the ‘natural harmony” is a fact—we know as completely as we 
know anything that it is not a fact—but that such a notion is 
one of the deepest and oldest of our cultural traditions. 

Nor is this a mere presumption. Scholars tell us that such is 
indeed the case. As far back as we have any knowledge of it, the 
western mind has been dominated by this thought. Before it 
was conceived to be the law of God, it was the law above the 
gods. The gods of ancient Olympus were themselves embodi- 
ments of this still more primitive conception, called by the 
Greeks “moira,” of fate or destiny: a cosmic “law of compensa- 
tion.” And as such it was the product not of scientific observa- 
tion of material actuality but of the projection into cosmic 
mythology of the cohesive self-assertiveness of primitive tribal 
institutions. In Durkheim’s celebrated phrase, it was a “collec- 
tive representation.” 

Was and is. As Professor Cornford has exhibited, with im- 
pressive documentation, the formative categories of later Greek 
philosophy—even of the ponderously academic Aristotle—were 
obtained not from observations of objective actuality by un- 
warped, independent minds, but from the reservoir of cultural 
tradition. Thus upon its first emergence into the light of “‘scien- 
tific” analysis, the conception of order in nature is an academic 


3 This interpretation of early European culture resulted from the stimulation of 
classical scholarship by the youthful science of anthropology—most specifically the 
influence of Durkheim upon the Greek studies of the Murray-Harrison-Cornford school, 
which, I think, has found its most significant expression in F. M. Cornford’s From Reli- 
gion to Philosophy. To economists it may seem a far cry from price theory to the pre- 
Socratic fragments, but it is at their own peril that economists ignore the cultural sig- 
nificance of the categories in which they deal. 
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secularization of an ancient myth. As such it passed into the 
main stream of European ideology. Through the influence of 
Platonism it passed into Christian theology, where it appears 
very plainly in the street-plan of the City of God, and through 
the influence of Stoicism it passed into Roman law, where it ap- 
pears as the law of nature, within the limits of which are formed 
the laws of peoples; and through each of these channels it 
trickled down the centuries to the culture of medieval Europe. 
It was both as a Christian and as an Aristotelian, both as a 
theologian and as a jurist, that St. Thomas saw in nature an es- 
sential order.‘ 

In the transition from medieval to modern culture, this con- 
ception, like everything else, underwent secularization; but that 
change was no such intellectual revolution as earlier generations 
have complacently supposed. Doubtless the interest of early 
modern jurists in Roman law was as genuine as the attraction of 
secular humanists to pagan philosophy. But what was the cul- 
tural basis of that attraction? What the free spirits of the mod- 
ern movement found in ancient culture was after all only an 
older and “purer” version of the preconceptions by which 
European ideology had always been dominated. The notion of 
order, of destiny guided by inscrutably harmonious cosmic 
forces, could never have obsessed the seventeenth- and eight- 
eenth-century mind as it did, if it had not already completely 
obsessed the thirteenth-century mind. Some people call it Na- 
ture because others call it God.‘ 


4 The unity and continuity of these streams of influence have been indicated most 
clearly and convincingly by Sir Frederick Pollock in his annotations upon Sir Henry 
Maine’s Ancient Law and in the studies included in his Essays in the Law. It is to be 
noted, however, that this continuity is literary—quite a different matter from a con- 
tinuity of institutional structure, with respect to which I am raising certain doubts 
later in this paper. 

5 At this point the task of the analyst has been substantially lightened by recent 
historical developments. Medieval culture, so long disparaged by secular scholarship, 
is beginning to be appreciated. As Professor Lynn Thorndike has said, “The old slurs 
and disparaging generalizations at the expense of the middle ages are now repeated only 
by mechanical creatures of habit, by those who stopped thinking and reading twenty 
or thirty years ago, and who refuse to give up any catchword of prejudice that was in- 
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Such were the conceptions by which in their turn the “prin- 
ciples of political economy” were virtually formed. By the time 
economics was ready to assume the form of a distinct science 
“Deism” had been the creed of advanced thinkers for more than 
a century. Jehovah, the personal theocrat of the Israelites, had 
receded into the prehistoric past and had become the Divine 
Artificer of a “pre-established harmony” of Natural Forces. 
Not only did such notions dominate the theological, ethical, and 
political thinking of the day: they completely permeated sci- 
ence. For economics to assume the form of a science under these 
circumstances meant its adopting not the mathematical equa- 
tions of physics or astronomy but the conception of natural law 
by which those sciences, along with all the thinking of the time, 
were then suffused. Economists are well aware of the incidence 
upon classical economic theory of the physiocratic “natural or- 
der’’ and of the essential continuity of this conception with the 
dominating social and political ideas of the day, but they have 
paid less attention to the notion of “‘circulation” which Quesnay, 
a physician, adapted from the science of physiology to the sci- 
ence of wealth. Classical economic thought was permeated by 
such proto-scientific influences. Elie Halévy has indicated the 
fascination which the Newtonian “law of gravitation’’ exer- 
cised over Adam Smith, and this is the more significant by virtue 
of the peculiarly mythopoeic character of Newton’s conception 
—the inexplicable “pull” exerted at a distance—a conception 
which stubbornly resisted assimilation to the rest of modern 
physics until it was abandoned. The same is true of the ‘‘moral 


stilled into their minds in childhood. .. . . Every intelligent person should, if necessary, 
revise his former estimate of the middle age and think of it, at its height and best, 
especially in the life of the towns, as having much closer and more vital connections 
with our present civilization and way of looking at things than used to be held.” (Sci- 
ence and Thought in the Fifteenth Century, pp. 9-10). See also C. H. Haskins, The Renais- 
sance of the Twelfth Century. Pollock also insists upon the ideological continuity of 
mediaeval with early modern culture, with special reference to the concept of natural 
law. Carl Becker, writing to the same effect in The Heavenly City of the Eighteenth 
Century Philosopher, offers an ingenious and plausible explanation of why the eight- 
eenth and nineteenth centuries thought otherwise. 
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sentiments” of “sympathy” and “self-interest”? and the “in- 
stincts,” notably “‘to truck, barter, and exchange,” which eco- 
nomics derived from eighteenth-century psychology. Apparent- 
ly naturalistic, such figments of human nature were in fact cal- 
culated to express in secular terms the ancient conviction that 
man, as a creature of ‘‘Nature,”’ was dominated by certain rul- 
ing forces cunningly devised by the ‘Divine Artificer’’ to pre- 
serve and progressively elevate the species.° 

The incidence of the myth of natural order upon economics is 
by no means confined to such specific figments and overtly 
philosophic turns of speech—the “guiding hand,” and so forth. 
I suspect, indeed, that our analytical efforts have been seriously 
impeded by this too easy identification. Because these expres- 


6 Economists are beginning to appreciate Halévy’s Growth of Philosophical Radical- 
ism as a brilliantly illuminating analysis of the background of classical economic doc- 
trine. What he says of the character of the Newtonian influence, of course, coincides 
with modern analyses of the ideology of seventeenth-century science such, foi example, 
as E. A. Burtt’s Metaphysical Foundations of Modern Science. In this connection note 
Carl Becker’s remark (op. cit.) that not everybody read Newton in the eighteenth cen- 
tury but everybody talked Newton. Among economists Veblen has been most insistent 
upon the indelibility of the imprint left upon economic doctrines by the natural-order 
tradition. His critics have challenged this. For example, Karl Y. Anderson remarks 
that Veblen “‘seems to think” that the Marshallian concept of “‘normal’’ is continuous 
with the “natural” in Adam Smith. (“The Unity of Veblen’s Theoretical System,” 
Quarterly Journal of Economics, XLVII, 598). And O. H. Taylor accuses Veblen of 
confusing the (admittedly mythopoeic) principle of natural law with the (presumably 
impeccable) principle of scientific law. (“Economics and the Idea of Natural Law,” 
Quarterly Journal of Economics, XLIV, 1-39.) But so obvious is the doctrinal continuity 
of economic thought that it seems to me to place a heavy burden of proof upon such 
critics to demonstrate, if they can, how what certainly seems to be a philosophy of 
natural order can be proved otherwise. Talcott Parsons, while admitting Marshall’s 
infection with the virus of natural order, suggests that the concept is necessarily static 
and that Marshall throws it off in so far as he goes in for evolutionary dynamics. 
(“Wants and Activities in Marshall,” Quarterly Journal of Economics, XLVI, 101). 
This seems to me unconvincing. By what logic is the conception of natural order con- 
fined to the static? Darwinian evolution is certainly within its sphere. It belongs to the 
Newtonian rather than the Einsteinian phase of biological science, in contrast to con- 
temporary biological “‘mechanism.’’ What perplexes me is the readiness with which 
economists pooh-pooh the concept of natural order while continuing, with the utmost 
naiveté, to employ it themselves. See, for example, Slichter’s statement (Modern Eco- 
nomic Society, p. 303) that “prices gravitate toward the cost of production,” not only 
without reference to Adam Smith, whose very words he is quoting, but without any 
hint of the significance of these particular words as pointed out, e.g., by Halévy. 





180 INTERNATIONAL JOURNAL OF ETHICS 


sions occur only at long intervals in the text of Adam Smith, and 
not at all in many of his followers, most economists have disre- 
garded their philosophic implications as comparatively unim- 
portant. This is a serious mistake. What compels us to take ac- 
count of the natural-order concept is not its appearance in such 
incidental turns of speech but its covert expression in the domi- 
nating “principles” of economic “‘science.” The principles are 
those of “‘value and distribution,” that is to say of price as the 
arbiter of all economic activity. Notoriously, economic theory 
is price theory—but what is this? No adequate answer to this 
question is afforded by vague psychologizing about the per- 
vasive importance of prices in a commercial civilization. To 
whom are prices most critically important, and why? Doubtless 
to business-men; yet the price analysis of economic theory has 
never been a tool of business-men. On the contrary, its ideal 
audience has always been the enlightened statesman, for the ex- 
cellent reason that price has been conceived as the locus of a 
system of reciprocal forces which automatically regulate the 
economic order. Obviously the whole duty of statesmanship, 
under this presumption, is to understand these forces and the 
“economic order’ they precipitate and to “co-operate” with 
them; and the whole duty of economists is to analyze this ‘‘or- 
der” and expound the significance of these “forces.” So con- 
ceived, the whole science of ‘‘political economy”’ is dominated by 
the moot concept of natural order. 

Indeed no general statement of the economic theory of value 
can be made which does not plainly exhibit the stigmata of the 
ancient myth. But it will exhibit more than this. The notion of 
natural order and natural law, like the moira of the ancients, is 
always the projection in the likeness of God of some particular 
social order—the collective representation of some tribe. To the 
Romans jus naturale was an aspect of the cosmos, but to the 
historian it appears as projection of the Roman conception of 
life. It was over the feudal system that natural law was per- 
ceived to hover by St. Thomas, over national sovereignty by 
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Grotius and Bodin. As in all these cases, so in economics the 
lineaments of “Nature” are recognized in the face of capital. 
The laws of nature are the laws of funds. What is most signifi- 
cant in Adam Smith’s celebrated reference to the “guiding 
hand” is his application of this guidance to investment. 


Ill 


The price theory upon which the principles of economics focus 
is first of all a late manifestation of an ancient philosophy of na- 
ture; but, in a second and no less important sense, it embodies a 
modern and unique theory of social dynamics: the dynamics of 
capital. Orthodox economists are generally agreed that price is 
“determined” both by utility and cost. As Alfred Marshall has 
said, using a figure which St. Thomas and the Stoic philosophers 
would both have appreciated, cost and utility are like the re- 
ciprocating edges of a pair of scissors. What does this mean? If 
we survey the economic scene with a view to justifying the ways 
of God to man, two sets of difficulties at once confront us. 
Doubtless they are related. Doubtless both can be generalized 
as the problem of poverty. But this problem of poverty appears 
in two forms. Since everyone is both a producer and a consumer 
the problem of poverty can be stated either as why wages are so 
low or as why prices are so high. These are the questions to 
which price theory purports to supply answers. In effect these 
answers are simple enough in spite of the subtlety of the sus- 
taining arguments. It all amounts to this, that things are worth 
what they cost and the laborer is worthy of his hire. That is, the 
value which price measures and the utility of the goods so valued 
exactly coincide; while the cost which price also measures is ex- 
actly commensurate to the values actually produced by the 
“factors” of production. 

These propositions have been subjected to much severe criti- 
cism, chiefly on the ground of tautology; and yet the criticism, 
richly merited as it is, has been strangely ineffective. On each 
side the tautology is obvious. Such qualities or entities as 
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“value” and “utility” are obviously incommensurable except 
in terms of price. No one has ever undertaken an objective and 
independent calculation of either. Such a thing would be im- 
possible—quite as impossible as an objective and independent 
calculation of sin and salvation. Not only are such categories 
definitely immaterial in character—both value and utility are 
of course among the chief stock-in-trade of moralists—but each 
can be “measured” only in terms of a magnitude already im- 
puted to the other. “Value’’ may indeed be presumed to equal 
“utility,” just as saving grace may be presumed to equal sin; 
and price may even be presumed to “measure” both. But such 
“truths” as these are established by definition, not by demon- 
stration. They prove nothing whatever except the amazing 
verbal ingenuity of the human mind. And the same is true of 
productivity. Obviously anything “costs” whatever is paid for 
it, and if the payments be traced to the recipient ‘factors”— 
land, labor, and capital—each of these may be regarded as hav- 
ing contributed a cost-claim to gross cost. If the gross cost be 
defined as the ‘‘value” measured by price, then each of these 
constituent costs can also be regarded as a contributed “‘value” 
and treated as the measure of the value-productivity of each 
factor. But such productivity-values, like utility-values, are 
sheer imputations on both sides of the equation and once more 
prove nothing. As a theory of social order, such economic doc- 
trines savor much more strongly of exegesis than of analysis. 
Modern economists are quite generally aware of this, of 
course, and have therefore made a notable effort to steer clear 
of all such “ethical implications.”’ This is a great pity, since it 
has left still greater difficulties largely unexplored. Indeed, it is 
at this point, I think, that the divergence of ‘““Neo-classicism”’ 
and “Institutionalism” has done most harm. Too easily con- 
vinced of the mythopoeic character of the orthodox economic 
doctrines, the “Institutionalists” have too lightly brushed them 
aside and occupied themselves instead with “concrete” prob- 
lems of economic ‘“‘adjustment”’ to the neglect of the larger prob- 
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lem of economic order, in terms of which all specific adjust- 
ments must eventually be conceived. And meantime the ‘‘Neo- 
classicists” have sought to “clarify” orthodox price theory by 
refining away all its “ethical implications.”” What results from 
the refining process is indeed analysis. Quite apart from all sup- 
posititious utilities and productivities, prices are of course de- 
termined by supply and demand, and it may be possible to show 
that the price-effects of demand are more immediate and those 
of supply more persistent; and all this may be very important 
as a means of price prediction. But is price prediction the busi- 
ness of value theory? Is the prediction of eclipses the business of 
astronomy? As originally conceived, economic theory was the 
theory of social order. This in itself is an ethical conception. In 
abandoning all the ethical implications of their doctrine, econo- 
mists have in fact abandoned the doctrine from which the his- 
torical importance of economics was derived. They are not even 
shooting at the target at which their discipline was originally 
aimed. With the greatest possible precision, they are shooting 
at nothing in particular; for not only is economic order our tra- 
ditional target: it is the only possible target of the social sci- 
ences. What constitutes a science is not an isolated observation 
—or even prediction—however accurate, but an organized, in- 
tegrated, and coherent account of the forces at work in a certain 
aspect of the cosmos. In attempting such an account of the eco- 
nomic cosmos the classical economists were right. Their ac- 
count erred not because it was “ethical” but because it was 
primitive, mythopoeic, just as Newtonian physics erred not in 
being systematic but by conceiving the cosmos as a divine har- 
mony in which things were held in place by such mythological 
forces as gravitational “pull.” 

Behind all the rhetorical paraphernalia of classical economic 
theory there is a definite and realistic conception of economic 
process, and it is in order to get at this that resolute critical 
analysis is still necessary. The figments of orthodox theory 
the natural order, utility, productivity—are notoriously ancient, 
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but they were employed by the ancients for other purposes. 
Thus productivity was an important item in the physiocratic 
order of nature but was employed by the early French econo- 
mists to endow land with productive mana (as the Polynesians 
would call it). The later and ‘“‘sounder”’ classical economists dis- 
regarded land, ostensibly because land is ‘“‘provided”’ and “‘lim- 
ited” by nature, whereas capital is ‘“accumulated”’ by man, but 
really because commercialism rather than landlordism was the 
standard-bearer of nineteenth-century England; and having 
thus dissociated land from their roster of dynamic forces the 
economists focused the issue upon labor and capital. What re- 
quires to be demonstrated is accordingly the relative productiv- 
ity of these factors as “‘measured”’ by interest and wages. Such 
measurement is of course wholly supposititious, in view of the 
tautological meanings of these concepts. The “productivity of 
labor” either refers to a mystic potency of profound moral im- 
portance but on that account forever incommensurable; or, 
purged of its ethical significance, it means simply the prevailing 
rate of wages.’ It was the theory of the classical economists that 
wages and interest—the productivity of labor and the produc- 
tivity of capital—vary in relation to each other, because the em- 
ployment of labor depends upon the existence of capital while 
the existence of capital depends upon the accumulation of capi- 
tal through interest (or, as Adam Smith called it, “the profits of 
stock”). From Adam Smith onward, economic theory has been 
obsessed by the importance of capital. And it is important. 
Obviously the employment of labor is conditioned by the ex- 
istence of capital; so, indeed, is the whole development of in- 

7 As a consequence, all statistical correlations of wages and “productivity” are in 
fact correlations of particular wage rates (called ‘“wages’”) with generally prevailing 
wage rates (called “productivity”); and the more general such a study is the more 
completely it approximates the form: wages (calculated by one statistical technique) 
equal wages (calculated by another statistical technique). The degree to which the 
conclusion of such a study deviates from absolute identity is a measure only of the 


margin of error of the statistical techniques employed, like the case of the engineering 
student who multiplied ten by ten with the aid of a slide rule and found the answer to 


be 99.99+. 
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dustrial society. This is a great truth. It was first grasped by 
the classical economists and is the fundamental reality with 
which their whole doctrine, with all its ideological peculiarities, 
is primarily concerned. 

Nevertheless, classical economic thought fundamentally mis- 
conceived the nature of capital. The misconception is apparent 
to anyone who is at all disenchanted with bourgeois society—so 
apparent that it has led to the wholesale condemnation of ortho- 
dox economics by “‘socialists” on the ground that it is a brief for 
the “capitalist class.’”’ This charge is certainly unjust. The ob- 
ject of the economists’ solicitude was not the status of capital- 
ists but the function of capital. If, in describing the nature of 
capital, they did to some degree “rationalize” the interests of 
capitalists (as the physiocrats rationalized the landlord along 
with the function of land), the operation was ‘‘subconscious”’ for 
the most part and unintentional. Certainly they neglected the 
institutional sanctions behind the institution of property by 
virtue of which capital is subject to the control of capitalists—a 
very important omission, which contemporary “‘Institutional- 
ists’ have quite properly made the focus of their attack upon 
orthodox theory. But the case of capital is distinctly different 
in this regard from that of land. Whereas land does in some 
sense exist independently of and even prior to its appropriation, 
capital does not. Consequently, the fact of ownership is more or 
less inextricably entangled with the circumstances by virtue of 
which capital is ‘‘created.”’ This confusion does indeed lend 
plausibility to the common supposition that capital is in fact 
created by capitalists. Not only is such a view of the matter ad- 
vantageous to the special interests of capitalists: in a civiliza- 
tion whose capital has from the first accumulated in the hands of 
capitalists—whether by their sole agency or not—the imputa- 
tion of agency is inevitable. For centuries it has been the gen- 
eral belief of all the classes of bourgeois society that capitalists 
perform the function of capital accumulation. 

This confusion results from the common presumption that 
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capital is in essence funds, disposable funds. I should call it the 
mercantile fallacy, not only because it is common to a commer- 
cial society but because it seems to spring eternal in the mercan- 
tilist mind. In my opinion it is clearly continuous with the most 
notorious and egregious blunder of the older mercantilist writ- 
ers: the confusion of wealth with money. Like wealth, capital 
is of course the foundation upon which industrial society is built; 
but the reality of that foundation is the multiform material 
equipment of society of which funds are only the symbol, as 
money is the symbol—the mere unit of measurement—of 
wealth. As such it plays a tremendously potent part in modern 
civilization, the dominating part. But that which plays this 
réle is the equipment—the objective reality—not the symbol, 
funds. What accumulates in the pockets of capitalists is funds, 
or “money,” not equipment. That accumulates, but all over 
the landscape, not in pockets or bank vaults. Conceived as 
physical plant, capital is extraordinarily prolific. Its prolifera- 
tion is the great miracle and mystery of modern civilization. 
But to attribute this potency to funds is to commit the most 
egregious blunder of the mercantilists. And of the physiocrats. 
The very blunder for which the classical economists chided the 
physiocrats—the imputation of a mystic potency to agricul- 
ture which was denied to manufacturing—this stone which the 
builders rejected became the keystone of the theoretical arch of 
classical economics: the imputation of creative potency to cap- 
ital conceived as funds invested at interest. 

In directing their fire at this point, the socialists have indeed 
been shooting at the keystone of orthodox economics. Obvious- 
ly funds, whether as interest or even as capital, create nothing. 
Investment brings nothing into existence. The “surplus’’ of 
which capitalists obtain (or retain) control by the institutional 
device of interest must have an objective existence. The real 
surplus is an excess of physical materials. The socialists have 
been right about this. But they have been led sadly astray by 
their humanitarian solicitude for the laboring masses, and have 
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committed again the productivity blunder: imputing creative 
potency, this time, to labor as against both land and capital. 
Theirs is a tragedy of the heart. Indeed I know of no more im- 
pressive demonstration of the worthlessness of good intentions 
as an instrument for ascertaining the truth. Even “Institution- 
alist’? economics runs some risk of falling into the same blunder 
with its emphasis upon the institutional and putative character 
of the claims of capital. Although the “‘Institutionalists” have 
not followed the socialists in their apotheosis of labor, the demo- 
lition of the institutional prestige of capital, though analytically 
sound, is wholly destructive. It is to their failure to follow that 
up with a positive theory of capital that the ‘“Institutionalists” 
owe their present reputation as adherents of a wholly negative 
cause, with no positive goal as yet in prospect. The nature of 
capital as a socio-economic force remains a mystery, the central 
mystery of economic theory. Clearly the mystery was not 
solved by classical theory, directly as that theory was addressed 
to it, because classical theory was and is tainted throughout by 
the mercantilist fallacy: regarding as funds a reality whose ex- 
istence cannot possibly be explained in terms of funds. 


IV 


How does capital equipment come into existence? By virtue 
of what socio-economic force or forces has this prodigious and 
constantly increasing surplus been brought forth? These are 
historical as well as analytical problems, and it is to the general 
realization of their crucial importance to contemporary eco- 
nomic theory, I think, that we owe the signal growth in recent 
years of interest in the problems of economic history. All that 
interest has really focused upon one problem: the problem of 
the origins of capitalism. Contemporary economic history is 
notably controversial, and the controversy with which each con- 
tending faction is chiefly preoccupied is theoretical rather than 
antiquarian, an issue not of dates but of dynamics. But this de- 
velopment, although it is certainly proceeding in the right di- 
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rection, has as yet produced little but confusion. The reason for 
this is plain to see. Students of economic history have cast aside 
the mercantilist fallacy. No longer regarding capital as funds to 
be explained by the hocus-pocus of interest theory, they address 
themselves to the historical reality. But, unfortunately, they 
are still so obsessed by the preponderant rdle played by capital- 
ists in bourgeois society that they can see little else. This, ap- 
parently, is what requires to be explained. Our civilization has 
been suffused with the “capitalist spirit.” The obvious assump- 
tion is that this phenomenon is the dynamic force we seek.* But 
what is most obvious may also be most misleading, and in this 
case the phenomenon is so very obvious as to be very suspicious 
indeed. If we ask ourselves why we are so impressed by the 
spirit of business enterprise, we can scarcely escape the answer: 
because for many generations now we have heard its praises 
sung by all the great ones of bourgeois society. Any investiga- 
tion couched in these terms is at least subject to grave suspicion 
of taint by the perennial obsession of capitalism—in short, of 
being itself a manifestation of that which it purports to investi- 
gate. Moreover, the appeal to what is self-evident may carry 
us in precisely the opposite direction. But for our obsession by 
funds and the réle of the manipulators of funds, we should have 
perceived long ago that the cause of the surplus industrial prod- 
uct is industrial efficiency. The mystery we seek to penetrate is 
the prodigious and steadily increasing technical efficiency of the 
material culture of our civilization.° 


§ Thus Frank Knight, speaking for Weber and Sombart, declares that “the capitalis- 
tic spirit is the most important fact of modern economic history or even of modern his- 
tory at large.” (“The Problem of Modern Capitalism,” Journal of Economic and Busi- 
ness History, 1, 130.) 

9 Frank Knight remarks (op. cit., p. 127) that “in the past generation there has been 
a pronounced movement away from emphasis on the machine-industry side of modern 
economic life.” What does this mean? So far as I am aware, no important school of 
economists has ever emphasized “the machine-industry side.” Individual economists, 
such as Cliffe-Leslie, Toynbee, and Veblen, who have done so, have been conspicuous 
by virtue of being exceptions to the universal obsession with funds. Knight applauds 
this “shift of emphasis” from machine industry to the capitalistic spirit. Nevertheless, 
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Whence comes the technical efficiency of modern occidental 
culture? The answer to this question, I believe, must be sought 
in the material culture itself. The more we examine the institu- 
tions of capitalism, the clearer it becomes that their contribution 
to the development of industrial society has been permissive 
rather than creative.'® To use the standard illustration: Robin- 
son Crusoe’s boat-building activities do of course presuppose the 
existence of a stock of food available to be drawn upon during 
the period of boat-building, and, assuming the existence of the 
stock, the institutions by virtue of which it is reissued do permit 
the building of the boat. But how did it come into existence, not 
merely under the chaperonage of the institutions but at all? 
Only by an excess, not of “labor” over “‘needs,”’ but of technical 
efficiency over traditions of use and waste. Such an excess might 
result either from an increase of efficiency or from a decrease of 
luxury and waste. To be effective, therefore, the capitalistic 
argument must show not merely that capital existed upon which 
the Crusoe of industrial expansion was permitted to draw, but 
that its existence derived from the permissive institutions; and 
this involves proving that those institutions not only governed 
the issuance of permission to use but created the excess by an 
absolute reduction of luxury and waste. But no such proof is 
possible. On the contrary, the period during which accumula- 
tions of capital first became conspicuous, the Renaissance, is 
notorious for the proliferation of luxury and waste. Property, 
the price system, rent rolls, and loans at interest—these insti- 
tutions are important in so far as they define the reservoirs of ac- 
cumulation and the channels of permissive use; but they no 


he concludes the article with the proposition that what we need to know is why modern 
civilization has become so fertile of inventions and so efficient technically. This seems 
to me to locate the problem on “the machine-industry side” and to indicate an answer 
likewise couched in terms of invention and technology. 

toIn his Aspects of the Rise of Individualism, H. M. Robertson has exhibited very 
clearly that the relation of the Christian church to capitalism was permissive rather 
than causal, as proposed by Weber and others. The same is true, I think, of institu- 
tions generally. 
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more account for the existence of the excess they regulate than a 
dam accounts for rainfall. We are therefore obliged to turn to 
the other alternative: the increase of technological efficiency. 
A complete reconstruction of the material development of 
European culture will probably never be possible. We know too 
little about it. But what we do know all points in the same direc- 
tion. Technical developments derive from technical sources, 
and the institutional changes which accompany them are their 
effects rather than their causes. The later Middle Age witnessed 
a technical revolution then without precedent for magnitude 
and speed. But each technical innovation about which we have 
any information at all appears to derive not from the “spirit” 
of capitalism, or humanism, or rationalism, but from specific 
combinations of specific devices transmitted by the usual proc- 
ess of culture diffusion. The “spirit of adventure” derived from 
ship-building, seamanship, and navigation, which in turn de- 
rived from earlier ship-building, seamanship, and navigation. 
The “capitalistic spirit” of pecuniary rationalization derived 
from book-keeping which derived from the use of paper and the 
Arabic numerals." The development both of learning and of 
Protestantism was largely conditioned by the invention of 
printing—the explosive combination of the Chinese craft and 
the alphabetical writing of the western world. No single at- 
tribution such as these is true in isolation from the whole process 
of cultural change, but each contains the principle of that 
change. Particularly noteworthy is the convergence of these 
changes. The impact of each technical development is delivered 
in the same direction. Just as gunpowder destroyed feudalism 
and at the same time made industry the core of national defense, 
the industrial revolution as a whole necessarily brought Euro- 
pean civilization to focus in the towns and made the town- 
dweller class, the bourgeoisie, paramount in European society. 


1 In view of Sombart’s early emphasis upon the algorism, his subsequent neglect of 
his own major premise and preoccupation with affairs of the spirit is indeed remarkable. 
Perhaps his later disposition to lighten that emphasis expresses a growing awareness of 
the paradox. 
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To be sure, this observation assumes that town life, trade, and 
even a bourgeois class antedated industrial revolution, however 
far back in the history the latter may be pushed; and this is his- 
torically true. But it does not mean that institutions are causal- 
ly prior to technical innovation except in a negative fashion. 
Negative causality may be very important, and doubtless is in 
this case; but it is not the same thing as positive causality. Thus 
the difference between the courses taken by English and Spanish 
colonies in America may be attributed in part to the fact that 
the Spaniards encountered substantial native cultures, whereas 
the English found practically a cultural vacuum; but to say on 
that account that Indian culture exerted a dominating influence 
upon the English colonies, by its happy absence, would be a 
strange perversion of the truth. The early history of European 
institutions is indeed important but in a sense directly opposite 
to that usually assumed by laymen. Historians generally con- 
cur that the feudal system was anything but a system and that 
mediaeval society, far from being the ancient and rigid struc- 
ture imagined by later centuries, was comparatively inchoate 
and juvenile. The life of the towns was at all times outside the 
“system,” just as the ‘“‘middle class’’ was by definition an in- 
trusion between the “established” classes of feudal society. 
What the antiquity of these exceptions and intrusions really 
signifies is the immaturity and fluidity of the institutions of 
early European society. One of the perennial conundrums of 
economic history is the occurrence of an industrial revolution 
in Europe and not elsewhere, and during the “middle” ages 
rather than earlier or later; and if we assume that such develop- 
ments occur at the behest of an institutional system, the prob- 
lem is indeed insoluble. But if we assume the reverse—that 
technology develops rather in spite of than because of fixed in- 
stitutions—medieval Europe is clearly indicated. By the Mid- 
dle Ages, but not before, it had achieved the condition of a world 
culture; but as such it was the youngest and most fluid culture 
in the world and the freest from inhibiting traditions. What 
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Europe offered was a great society uniquely susceptible to 
change. 

The fact is that medieval Europe was a frontier community 
in very nearly the same sense and to very nearly the same de- 
gree that colonial America was a frontier community; and the 
explanation of its prodigious expansion should be made in terms 
similar to those employed to explain the growth of America half 
a millennium later. Like northern America, Europe had never 
before been the seat of a great civilization. It contained no pres- 
ent and living past, as did China and India and even the loci 
of ancient civilizations in the Mediterranean zone. As in the 
case of America, its material culture was almost altogether an 
imported one not immemorially indigenous to the newly occu- 
pied zone. The period of rapid growth in America, to be sure, 
followed immediately upon occupation, whereas a long delay 
occurred in Europe. But the effect of the delay in Europe was 
the almost complete elimination of the institutions once estab- 
lished in Europe along with the material culture of antiquity, 
whereas America was in much larger degree institutionally con- 
tinuous with the parental society. 

The institutional break was certainly more complete in the 
case of Europe than in any other that is at all comparable. For 
a long time this fact has been obscured from us by our cultural 
pride with its inevitable yearning toward antiquity. It has 
pleased us to think of ourselves as uninterruptedly continuous 
with the grandeur that was Rome and the glory that was Greece, 
just as it pleased the men of the Middle Ages to adopt Aristotle 
—made known to them by the Arabs!—as their own spiritual 
ancestor. But modern historians have dispensed with this con- 
ceit and incline more and more to the view that European soci- 
ety, culture, institutions were in large measure evolved in situ 
by a people whose connection with the Mediterranean past was 
a later and literary invention. 

Continuity there unquestionably was, but it was a continuity 
of material culture rather than of institutions. Indeed nothing 
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underscores the primacy of the technical arts and crafts in social 
evolution more emphatically than the persistence in Europe, 
through all the incidents of Roman collapse and barbarian pene- 
tration, of the whole body of technical lore accumulated through- 
out antiquity and transmitted to the European frontier province 
by the Romans. So far as we know, nothing was lost. The great 
European plain which, in contrast to China and India, Egypt 
and Mesopotamia, had never before sustained a great agricul- 
tural civilization was worked by husbandmen continuously from 
Roman times; the mines were never utterly lost; the arts of 
metal-working and stone-cutting persisted; and following the 
final collapse of Roman institutions these agencies became the 
material basis of a new society. 

This circumstance, indeed, may provide the solution of the 
riddle. There is something insistently suggestive about the cor- 
relation of “great civilizations” and the practice of agriculture. 
In speaking of “great civilizations” we are, of course, risking 
confusion by our prejudices, and therefore need to proceed with 
careful clarity. What do we mean by “great’’? A little critical 
reflection will reveal that we mean those most conspicuous for 
their material equipment—what an economist would call fixed 
capital. Such a designation may be misleading if it be taken as 
a moral judgment, but it need not be. Whether or not any com- 
parative judgment can be passed upon different civilizations, 
the fact is that differences exist; differences with respect to ma- 
terial culture can be observed; and an extraordinary correlation 
between material monuments and agriculture is forced upon our 
attention. This correlation again raises the question whether 
the continuity of industrial society with the past is not a con- 
tinuity of material culture rather than of institutions. Why 
have the “great civilizations” of the past been distinguished 
both by agriculture and by the magnitude and elaboration of 
their permanent material equipment? Is it because of some 
common “spirit,” engendered perhaps by similarly creative in- 
stitutions? But we have no notion what those institutions or 
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that spirit may have been. We identify the greatness of such a 
culture by its material remains and hypothecate its “spirit” by 
inference from them. What we know is that no such imposing 
remains have been left by any but agricultural peoples, and that 
each of the civilizations—in Central America, in China, in 
India, in the Mediterranean zone, and finally in Europe—which 
we know to have practiced agriculture most extensively has also 
created substantial and permanent monuments. The obvious 
inference is that agriculture itself conduces to permanent build- 
ing, and perhaps vice versa. The two manifestations are part of 
a single material culture. Hunters and fishers, diggers, col- 
lectors, herders and breeders, do not erect the more stately man- 
sions characteristic of agricultural communities. Such peoples 
are on the move, whereas the practice of agriculture is neces- 
sarily stabilizing. We need not assume that stability rather than 
migration is “natural’’ to man nor that it is in any ultimate 
sense superior. We need not even assume a common origin or 
even a common process of development for all the great agricul- 
tural civilizations. But we do know that, whatever the circum- 


stances which bring to pass a material culture based on tillage, 
these circumstances also produce a notable development of the 
material arts. 


V 


These two essential elements of the European situation—its 
break with the institutional past and its unbroken continuity 
with a material culture of very great antiquity—raise an in- 
sistent question as to the nature of the component parts of 
civilization and their relations to each other and to social evolu- 
tion. It seems to me that we have here only another evidence of 
the dichotomy which has been appearing more and more plainly 
in every direction to which modern social science has extended. 
At one point these two aspects of civilization exhibit a contrast 
between the organization with respect to the exercise of power 
over persons (what Robert Briffault has called the “power sys- 
tem’’) and organization for the exercise of “control over nature.” 
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The contrast between the mode of development of these two 
systems is highly suggestive. In recent years the skeptical at- 
titude imposed by science has brought nearly all students to the 
realization that the succession of power systems in the history 
of civilization exhibits nothing that can be clearly identified as 
progress. The course of events is rather a succession in which 
one power system replaces another by a process which affords no 
basis for sure comparative judgments. As a consequence, the 
concept of progress has been very largely abandoned in dealing 
with comparative civilizations. But, at the same time, the pro- 
gressive character of material culture has become more clearly 
established than ever before, and students of sociology and 
social anthropology show an increasing disposition to attribute 
social change to the inherent cumulativeness of the practical 
arts and to regard the realignment of power systems as a process 
of reluctant adaptation to changes imposed by the material cul- 
ture. 

Meanwhile, the contrast between the mythical and the mat- 
ter-of-fact elements of culture has been no less acute. To be 
sure, it is now more fashionable than ever for apologists to en- 
deavor to “‘reconcile’”’ science and religion, but the apologetics 
are by no means altogether convincing. Why, indeed, should 
they be necessary? Apparently the exercise itself is evidence of 
a very deep realization, on the part even of those who deplore 
that fact, of the existence of a chasm, if not a conflict, between 
the mystical elements and the matter-of-fact elements even in 
our own civilization. Moreover, it is increasingly apparent that 
the locus of mysticism coincides with the subtle relationships 
between persons which is designated in the other connection as 
the power system, while the locus of the matter-of-fact is the 
material arts and crafts. Thus the connection between religion 
and the class system has become increasingly evident. Theol- 
ogy, mythology, superstition, ceremonial, and taboo all seem to 
be explicable as the projection of a system of personal relation- 
ships by which men’s relations to each other are defined and sta- 
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bilized, the whole system being in sharp contrast to the projec- 
tion of material arts into matter-of-fact science. 

Perhaps it would be going too far to say that a corresponding 
distinction has already been revealed in the study of behavior 
by contemporary psychology. Their past experiences with 
other types of dichotomy have disposed psychologists to resist 
all suggestions looking to bifurcation and to insist upon treating 
behavior as unitary and continuous. Nevertheless, very inter- 
esting suggestions have appeared. Although the whole organism 
is doubtless called into play in each instance, still the sort of con- 
trol exercised upon behavior by the glandular system seems to 
be quite distinct from the co-ordination of skeletal-muscle ac- 
tivity. Granting that neither occurs during a time span from 
which the other is excluded, assuming even that the two proc- 
esses go on simultaneously, nevertheless they represent quite 
different types of organization. As such they affect each other. 
But each is perhaps continuous and autonomous, so that a given 
muscular co-ordination is a development of earlier co-ordina- 
tions similar in kind, and each glandular excitation relates to 
earlier glandular conditions. Such a distinction, if it can be sus- 
tained, corresponds very closely with our cultural dichotomy. 
The manipulation of tools and materials—even of scientific in- 
struments and mathematical formulas—seems to be a develop- 
ment of the system of striped muscles and their nervous inte- 
gration, whereas the relations of persons to each other—and all 
the sentiments, attitudes, and beliefs in terms of which those 
relations are socially projected—seem to devolve upon the 
mysterious chemistry of the glands. 


VI 


In short, it is at least conceivable that the issue between capi- 
tal and industry runs through the whole of human culture and 
can be traced to contrasting peculiarities of the organism itself. 
Upon this supposition the issue between opposing schools of 
economists may take on a larger significance than has been 
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clearly realized hitherto. The contrast which has been emerging 
in recent years between “Neo-classicists” and ‘Institutional- 
ists” has been obscured by various irrelevant and even personal 
considerations. It has sometimes been represented as a differ- 
ence of social idealism or even of moral sensitiveness, sometimes 
as a difference of intellectual clarity or scientific objectivity. 
Yet no economist has ever undertaken to dispense with clarity 
and objectivity, and no economist has ever altogether disa- 
vowed ideals. To do either would be impossible and contradic- 
tory. Nevertheless, the criticisms implied in such characteriza- 
tions as these are not without force. No economist can dispense 
with social idealism, but the “‘Neo-classicists” have seemed to 
do so. Likewise no economist can dispense with theory, but 
the ‘‘Institutionalists” have seemed to do so. 

Behind these obscurities of ad hominem and tu quoque, how- 
ever, lies a very fundamental issue. It would be too much to 
hope, I presume, that opponents so deeply divided should ac- 
cept a common definition of the issue that separates them, and 
yet it seems to me possible for them to do so. The dichotomy of 
technology and institutions is implicit in both theories; what oc- 
casions opposition is the contradictory views taken by the op- 
posing schools of the nature of technology and institutions. 
Classical theory, strangely enough, is institutional, while the 
opposing doctrine—in spite of the misnomer of “Institutional- 
ism”’—is technological. That is, classical theory stems from the 
presumption that civilization is dominated by institutions and 
modern industrial society by the institutions of capitalism, 
whereas “‘Institutionalist” theory assumes a technological dy- 
namics and has derived its name from its critical insistence upon 
the relativity of institutions. 

The intellectual and moral issues which divide contemporary 
economists have their source in these conflicting points of view. 
A moral ideal is not an isolated phenomenon fortuitously lodged 
in passing events. Either it relates to an intellectual system or 
it is not a moral ideal. In this sense the “‘Neo-classicist” is per- 
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fectly right in declaring that his business is to elaborate an in- 
tellectual system and in deploring the fragmentariness of much 
that passes for moral idealism among his critical colleagues. He 
would be altogether wrong, of course, were he to deny that his 
system as such is without moral significance. The whole sig- 
nificance of a theory of social order is necessarily moral, since 
that is precisely what morality is. In this sense—in so far as 
anyone is so misguided as to imply that social order is without 
moral significance—the criticism of the “Institutionalists”’ is 
justified. But by the same token it is for them, if they would be 
moralists, to apply themselves to the clarification of a theory of 
economic order which may prove intellectually serviceable 
where, in their opinion, classical theory has failed. 

As yet they have not done so. But I think they will. Indeed 
they have already begun. Implicit in their insistence that prop- 
erty and contract, far from being the law of Nature, are a matter 
of ‘use and wont” is the further realization—clearly foreshad- 
owed by the “Institutionalist” prophet, Veblen—that the dy- 
namic force in economic evolution is not such institutions but 


machine technology. In my opinion, this principle affords a 
basis for a theory of economic order in terms of which the ideals 
of social control can be intelligibly conceived, a theory of order 
on the basis of which corresponding economic ideals may be pur- 
sued not because they are ideal but because they are economi- 
cally true.” 


2 Certain sentences in Professor John R. Commons’ /nstitutional Economics, which 
has appeared since the foregoing article was written, are so striking as to require inclu- 
sion here. In his prefatory discussion of his point of view he says, “Going back over the 
economists from John Locke to the orthodox school of the present day, I found that 
they held two conflicting meanings of wealth, namely: that wealth was a material 
thing, and again that it was the ownership of that thing. But ownership, at least in its 
modern meaning of intangible property, means power to restrict abundance in order to 
maintain prices; while the material things arise from power to increase the abundance 
of things by efficiency in production, even in overproduction. Hence ownership be- 
comes the foundation of institutional economics, but material things are the foundations 
of the classical and hedonic economics, whose ‘corporeal’ meaning of property was 
equivalent to the material thing owned.” (Pp. 4, 5.) Is this the direct opposite of what 
I have been saying? Perhaps so, but I think not. Professor Commons seems to me to 
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be saying something which I should render thus: (1) There are two quite distinct con- 
ceptions of property, the things, which are creative, and the ownership, which is re- 
strictive. (2) In its modern, intangible form, ownership-property has almost completely 
detached itself from things-property. (This is what Professor Commons here and else- 
where gives Veblen great credit for seeing.) (3) The classical economists, however, 
treated ownership-property as the synonym of things-property. (And this is why, as I 
think, they were able to impute creative potency to capital.) (4) Thus the confusion 
of ownership-property with things-property—i.e., the illusion that one is dealing with 
things-property—is the foundation of classical theory. (5) Whereas the analysis of 
ownership property so as to expose its institutional character is the basis of “Institu- 
tional economics.” (So that I should credit Veblen not only with perceiving that prop- 
erty had become intangible by force of recent interpretation, but also with using this 
perception as a fulcrum for prying up into view the intangible-institutional character 
of the concept even in the older economics in which it seems to be a thing-concept.) 
In thus restating Professor Commons’ theses I do not mean to force my notions upon 
him but only to satisfy myself that, from my point of view at least, our ideas are not as 
divergent in substance as they appear to be in language. 


UNIVERSITY OF TEXAS 





INTELLECTUAL CONFUSION ON MORALS 
AND ECONOMICS 


FRANK H. KNIGHT 


OOKING through Professor Ayres’ rather loose-jointed 
paper at the important problems he and I as students 
of economics share, I wish to divide my discussion be- 

tween the two rather remotely separated fields of (1) the ethical 
judgment involved in economic discussion, and (2) the inter- 
pretation of history. Direct criticism of his paper will be given 
only where it clarifies the problems themselves. 


I 


On one of the most essential methodological questions, I must 
bluntly say that Ayres and the other “Veblenians” simply do 
not know what they are talking about. This question has to do 
with the meaning of “‘normality” in economic theory. It is on its 
scientific side a purely mechanical concept, having nothing 
whatever to do with valuation in any form. The familiar dia- 
gram showing the intersection of an ascending and a descending 
curve (typically called “supply” and “‘demand’’) is a picture of 
the action of any two opposed elastic forces. As good an illustra- 
tion as any is two steel springs pulling against each other. As the 
junction, or a pointer indicating the junction, of the springs is 
imagined to move to the right, the tension on the spring pulling 
it to the left increases, and that of the spring pulling it to the 
right decreases, and conversely for movements to the left. The 
equilibrium point is the point of equal tension in the two direc- 
tions, and is the point at which any such system will and does 
come to rest. It may, of course, oscillate more or less about the 
equilibrium point, and may be impeded in its movement by 
friction, as economic discussion always recognizes. 

The simplest economic situation corresponding to this me- 
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chanical picture is individual choice between two commodities 
in the expenditure of money income. The decreasing relative 
attraction of either commodity as more income is diverted to it 
is expressed in the “law of diminishing utility,” and the general 
principle of economic choice is that of the equalization of the 
competing attractions ‘‘at the margin.’* All other economic 
situations are of essentially the same sort, with complication of 
circumstances. 

But this is the “‘scientific” side of economic theory, as the ex- 
planatory treatment of behavior. And economics, of course, 
does have the other side, and the relation between explanation 
and evaluative judgment is often enough confused in the litera- 
ture. When economists assume, as they generally do, more or 
less explicitly, that it is “‘a good thing” for the individual to 
equalize marginal utilities, thereby “maximizing” the total 
utility obtainable from his expenditures on the two alternatives 
together, this is something different from an equilibrium of 
forces; a value-judgment is involved. It is perhaps the major 
value judgment included in the postulates of economics on its 
practical side, which it has, like any other science, but in its own 
special sense. In this case the practical side is the discussion of 
social policy. The value judgment in question is, of course, open 
to dispute. It is the antithesis of the major value-judgment 
premise in, for instance, the ascetic ethics of the medieval 
church, which held that pain is “better”? than pleasure.’ 


* The notion of a margin came into economics because economists were, and largely 
still are, unfamiliar with the principles of “analysis,” which had in fact been fairly well 
worked out in the century prior to the birth of Adam Smith; in the terms used in other 
sciences it means a rate of change or differential coefficient; but explanation in terms of 
small finite increments is entirely valid for the purposes of economics. 

2 But the medieval church also professed very different principles, as well as sys- 
tematically practiced them. Monasticism seems to have functioned as a kind of “‘vicari- 
ous atonement” which released society at large from its obligation to the ascetic ideal. 
And even monasticism was not taken so very seriously in the West; for that one has to 
go to the East, even beyond Eastern Europe to Asia, particularly Tibet. The modern 
Catholic apologist, O’Brien, has no difficulty in showing (if it needed any proof) that the 
real working political principle of the medieval system was utilitarian in a quite prosaic 
sense; the rest was “counsels of perfection.” 
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When the economic equilibrium involves different individ- 
uals, the case is by no means so simple, even mechanically, and 
still less ethically. The simplest example is perhaps the buying 
competition of two individuals for a given product, or for shares 
in the total social dividend. The theory is formally the same; 
the product, or dividend, will in a competitive market be divid- 
ed between the two individuals in such a way as to equalize their 
opposed “‘pulls.”” But here, obviously, the pulls include another 
dimension than that of desire-intensity, namely, the factor of 
purchasing power. The equilibrium is ethically ideal only if the 
distribution of purchasing power is either ideal or unalterable 
by any human power, two states or conditions which in general 
amount to the same thing for practical purposes. (Practically 
speaking, to call a situation hopeless is identical with calling it 
ideal.) But critics refuse, more or less justifiably, to take the 
distribution of purchasing power as final in either sense. If we 
go back of this, and follow around and through the almost in- 
finite complex of interacting forces in an economic society as a 
whole, we find that under effective competition the individual’s 
supply of purchasing power depends upon the price which some 
consumer is willing to give for some service or other product 
which he, the first individual, is able and disposed to supply. 
The next step is to analyze the meaning of “‘able’’ in this sen- 
tence, i.e., the individual’s endowment with or control over 
“salable productive capacity.”’ 

It has been usual to divide productive capacity into three 
types or categories, labor, land, and capital, but only the dis- 

“tinction between labor and “property” has any relevance at all, 
and the least examination will show that even that has relatively 
little. The almost universal acceptance of a vastly superior posi- 
tion of labor in comparison with property in its ethical claim to 
remuneration is itself a fundamental problem in historical 
ethics and social psychology. In a property system, labor power 
is “property,” or “property” is an element in personality, ac- 
cording to taste in expression. The amount of income-earning 
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capacity possessed by an individual depends in the first place 
on the relation between the demand of consumers and the 
scarcity of the particular capacities which the individual does 
possess. In the second place, it depends on the measure of the 
capacities possessed, and the ethical justification of the income 
is carried back to the ethical character of the source of these 
capacities and of their ownership. One factor in the productive 
capacity exercised by an individual—whether in the case of labor 
or property ownership—is a complex of such personal qualities 
as effort, judgment, skill, etc. Each of these may or may not be 
regarded as constituting an ethically valid claim to the resulting 
income. 

Back of the exercise of capacity is its genesis. The individual 
gets his earning capacity either through the exercise of pre-ex- 
isting capacity plus accumulation through “‘abstinence,”’ in self- 
development or in external wealth, or through circumstances 
over which he has no control—at the start, of course, from the 
latter. These include, especially, inheritance, the general work- 
ing of the social forces in the environment, and luck. These in 
turn may or may not be considered ethically valid bases for a 
claim against income. People generally make, with assurance, 
opposite judgments on this point, depending on the way the 
question is put, as I have proved by experimenting with eco- 
nomics students. If they are asked whether it is ‘‘fair” for the 
individual to get out of the economic system the equivalent of 
what he puts in, they will answer almost unanimously in the 
affirmative. But, on the other hand, if they are asked whether 
in absolute ethics the possession of special capacities constitutes 
a claim against society or an obligation to society, they will 
again answer with equal unanimity that it constitutes an obliga- 
tion rather than a claim. 

The point I am momentarily interested in making is that 

3 To the dogmatic determinist, even the “disposition” to exercise capacity itself goes 


~ back to similar sources. In such a view, what it means to apply ethical categories at all is 
beyond me, 
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there is no general difference from any ethical standpoint be- 
tween “labor” and “property” as sources of income. (A more 
exhaustive analysis could point out some differences of possible 
significance, but hardly of a major sort.) It should be noted that 
the facts of wealth and poverty, which call attention to the prob- 
lem, depend on the size of the income and not its source. Here 
it is more or less the case in fact that the large incomes are de- 
rived to a large extent from property and the small ones to a 
large extent from labor, but this correspondence is crude and 
full of exceptions, and certainly cannot be erected into a “law.” 
The distribution of ownership of productive capacity in both 
forms, and that of income, are, however, at least to some de- 
gree, under social control in the sense that they may be influ- 
enced by political action. The phenomenon of distribution 
raises the second great set of ethical problems involved in judg- 
ing the workings of the “competitive” economic order. Of 
course the question has no meaning unless a positive, utilitarian 
ethical philosophy is accepted as against a negative, ascetic one.‘ 

At this point it is well to be reminded that the economic forces 
first considered, namely the relative desire-intensities of a given 
individual, are themselves from the ethical standpoint, subject 


‘ There is no wholly satisfactory designation for what people refer to when they talk 
about the existing economic system. It is definitely misleading to call it “capitalism.” 
In an analytic view of the power setup in such a society, the capitalist is in the same 
position as the laborer, both being in theoretical opposition to the “entrepreneur” or ac- 
tive business group who buy productive services from capitalists and laborers and sell 
them products. But in reality the entrepreneur is now generally a corporation, whose 
officials work for salaries, and so are in theory laborers, and whose stock may be owned 
by people whose main income comes from labor. In theory the entrepreneur possesses 
no power in any case, power being exercised only through the expenditure of income, and 
being accordingly proportional to the amount of income expended. Again, it is mislead- 
ing to call the system competitive, both because competition is really quite imperfect for 
many reasons, and, even more significantly, because competition or rivalry as a motive is 
not a phase of economic rationality and is not contemplated in the theory of the system. 
(The economic man, like the Christian, does not compete.) The accurate designation of 
such a society is “enterprise economy,” but that is a term requiring a whole treatise on 
economics to define, and apparently most teachers of economics, to say nothing of stu- 
dents and the public, find its essential features beyond their intellectual grasp. Most 
of them cannot even see that in such a system prices—of products and of productive 
services—are set by impersonal forces, little influenced by personal will or action. 
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to further sweeping limitations not previously pointed out. No 
one will actually contend that the choices made by the consumer 
in expending his income are ideal, and as a matter of fact no 
government ever allows the individual unlimited freedom in this 
connection. (Think of laws on narcotics, firearms, education.) 
Of particular importance in modern society is of course the 
power of individuals to “influence” the choices of other individ- 
uals. This raises difficult problems. The assumption that such 
influence is always bad would of course immediately line up all 
educational, cultural, and religious institutions for summary 
abolishment, and would establish drastic censorship over all 
private conversation. (It might even be found necessary to pro- 
hibit the latter entirely!) 

Even to abolish commercial ‘‘advertising” and ‘“salesman- 
ship” is obviously impossible, and seriously to restrict them 
would require the substitution of some other agency for the 
performance of necessary functions. The “other agency” would 
necessarily be a political functionary (in the absence of any way 
to call in God directly) and the assumption of ‘‘reformers” that 
such an agency would be impartial rests on grounds—if any, 
other than wish thinking—unknown to me. I am personally 
rather inclined to the belief that to jump from competitive busi- 
ness to the competitive politics of democracy (and I know of no 
other kind except the monopoly politics of dictatorship) is to 
jump from the frying pan into the fire. (The proposal of my own 
formula for the easy solution of the social problems, including 
the problem of poverty, will have to wait for a later instalment; 
I am reminded of Marx’s solution to a famous problem, which 
was repeatedly postponed until long after he was dead. When 
it was finally published, it would have been greeted with a laugh 
had not Marx already been canonized as a prophet and his 
teaching reverenced as a religion.) 


The foregoing paragraphs indicate the general ethical as- 
sumptions of the classical economists in their capacity of ad- 
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vocates of a laissez-faire social policy—which incidentally none 
of them ever did advocate in any thoroughgoing way or without 
exceptions which, under changed conditions, might be used to 
justify outright socialism. These thinkers assumed that the 
general character of economic life is production for the sake of 
consumption, consumption being the end, production a means 
and a necessary evil, and the ideal, a maximum of consumption 
from given productive resources. They also assumed along with 
this a more or less opposed ideal principle that “the effort of 
every man to better his condition” would stimulate the accumu- 
lation of capital, exploration and development of natural re- 
sources, improvement of technology and business organization, 
and advance in personal ‘“‘education”—in short, the growth of 
productive capacity. From both points of view, the efficient use 
of existing capacity and the stimulus to growth, the system 
would seem to have vindicated itself historically about as effec- 
tively as historical vindication is ever possible. In particular, 
the age of “capitalism” has been characterized by a wholly un- 
paralleled improvement, both relative and absolute, in the eco- 
nomic condition of the “masses.” Even in the “crises” which 
have overtaken the economic mechanism from time to time, 
basic needs have been met, there has not been starvation; no 
“capitalistic’’ economy has seen famine. Of course it is open to 
anyone to argue that this was only true under conditions which 
may now have passed, or even that it “might have been”’ still 
better, even with conditions as they were, under some other sys- 
tem. This is a theoretical question belonging, I think, more in 
the realm of fact and analysis than that of ethical judgment. In 
this discussion I mean to pass no judgments on questions of 
ethics, but merely to point out what the issues and problems 
are. 


There is another way of looking at the philosophy of eco- 
nomic liberty as a whole. That is, instead of “rationalizing”’ 
liberty as a condition leading to maximum efficiency and/or 
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growth, it may be looked at as a value in itself. And this may be 
proposed and argued at two levels. In the first place it is a fact, 
to some extent at least, of human nature that people prefer to 
make their own choices more or less independently of even a 
belief on their own part that they will make them “better” in 
any absolute sense than might be done by some “master” or 
government official. This freedom may be taken to include the 
wish to be one’s own judge of the need of advice and to select 
one’s own consultant. People do have some inclination to take 
their own chances, even to “make their own mistakes.”’ More- 
over, secondly, our “utilitarian” age has been especially char- 
acterized by general acceptance of the value-judgment that 
people “ought” to do this within wide limits. As a matter of 
fact, no government of a state accepting ‘‘enterprise economy” 
as a basis of its economic organization tolerates slavery. Per- 
sonal liberty is paradoxically restricted to the extent of depriv- 
ing people of the liberty of bartering it away for any considera- 
tion. 

More generally, if again somewhat paradoxically, our utili- 
tarian age has been in its own way an age of ethical idealism. 
In fact in several ways. Not only is it unique in abolishing and 
prohibiting slavery and in the support of humanitarian enter- 
prises at previously unheard-of levels, but it has been devoted, 
in deeds as well as words, far beyond any other culture known to 
history, to the ideal of free development of personality, of “a 
man’s a man for a’ that.” It is a very defensible proposition 
that this ideal of free self-expression and self-development and, 
in general, of a more interesting life on the side of action, really 
motivated the drive for economic freedom to a much greater 
degree than any idea of greater want satisfaction—for the lead- 
ers or the masses. From the standpoint of the leaders, at least, 
it is surely indisputable that activity and power rather than 
ease and enjoyment form the chief appeal of the ‘“‘system of 
natural liberty.” This, if I read understandingly at all, is the 
meaning of Professor Parsons’ paper on “Wants and Activities 
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in Marshall,” cited by Professor Ayres to a quite different pur- 
pose. If I had to pick the main error as regards general social 
and ethical position in the classical economics, it would be this 
matter of a false, or at least one-sided, rationalization of the 
ideal of liberty as a means or condition of want satisfaction, 
whereas it is more profoundly and realistically an end. This 
error may in turn be attributed to a fascination, without under- 
standing its technique, with the general type of scientific meth- 
od represented by Newton’s work and eventuating in mathe- 
matical economics. The doctrine of maximum satisfaction lends 
itself naturally to such treatment. But any critical scrutiny of 
human motives makes it more than doubtful how far wants 
really have the character of elastic forces or whether people 
“really” want their economic wants satisfied. Those questions 
will come up later, in connection with the relations between fact 
and value in history and social science. 

This ideal of freedom and opportunity for self-expression and 
self-development involves the third great problem which must 
be answered by a value-judgment. It again is in opposition to 
a basic assumption of the Middle Ages (or of their official 
spokesmen, the monks) that obedience is better than liberty.‘ 


II 


On Professor Ayres’ interpretation of history, I must and can 
be briefer still. The fact is that I can make little or nothing out 
of it as a whole, though many of his statements seem interesting 
and illuminating. His “position,” if he really has one, is close 
both to Veblen and to Marxism, and seems to be something 
like this: First, he assumes for technology some kind of an inner 
law of progress of an absolute and inscrutable character. Sec- 
ond, there is some equally absolute and inscrutable type of 

5 How seriously the obedience theory ought to be taken may be questioned, since it 
was advocated by men who themselves “obeyed God.” If the masses are to practice 
obedience, they must obey somebody; and it works out that they obey princes, priests, 


or politicians who commonly do obey God, in ways which raise doubts—just as do the 
moral and esthetic manifestations of democratic-liberal civilization. 
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“causality” by which technology drags behind it and “deter- 
mines” other phases of social change. Third, on top of this 
dualistic system of explanation, he superposes a theory of moral 
reformism—which seems to me to belong to a different universe 
of discourse altogether. 

If improvements in technology are taken as requiring no ex- 
planation, or as natural and inevitable, why should not other 
changes, in harmony with the principle of Occam’s razor, be put 
in the same category? On the other hand, improvements in 
technology are more or less explicable in “Darwinian” terms of 
spontaneous random variation and environmental, biological 
selection of the human groups with the more “favorable” varia- 
tions. Ayres does not mention this possibility, nor can I read it 
into Veblen, who protested in season and out that he was ‘“‘Dar- 
winian.” (Incidentally, I cannot find anything else in particular 
that he could reasonably have meant by this claim, nor does 
Professor Abe Harris or any of my students who have worked 
on the problem.) 

The first fatal weakness of such a theory is its failure to ex- 
plain decadence, which is nearly as conspicuous in historical 
fact as progress. (The paucity of absolutely lost arts, besides 
being exaggerated, is not in point; the fact of technical and ma- 
terial decline is conclusive.) And a “natural” selection theory is 
reasonably applicable only prior to the age when invention be- 
comes conscious. From there on, technical progress has to be 
explained, both as to the variations and as to their selection, in 
terms of human capacities and interests.° But Ayres does not di- 
rectly assert a biological position and we shall return to the ul- 
timate issues presently in connection with his moralism. 

At the moment it is more in point to observe that, as already 

6 Of course, one can argue “behavioristically” that the interests and capacities are 
themselves an inevitable product or mere concomitant of impersonal social process, or 
even that consciousness itself is unreal. It seems evident that such a position cannot be 
maintained, that “maintaining” a position is itself a creative activity or, if it is not, our 
discussion, along with all social science and all that it studies, and error itself, is an 
error. 
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suggested, there is no explanation of technical change in any 
terms which will not about as well apply directly to other phases 
of change, without the two-stage structure of technology in a 
unique rdle acting upon everything else. There is no unique 
human interest in technology, reasonably defined, and the rela- 
tion of technical interests and activities to others is clearly one of 
mutual influence. The interest in technical improvement and 
the mode of its expression vary through history in obvious de- 
pendence upon other interests and institutional conditions. 
Finally, it is not possible to define technical “improvement,” or 
advance, in such a way as to show that such changes have a 
common “direction.” Typically, if not universally, such changes 
are connected with changes in the end to be achieved as well as 
in the means or technique, and it cannot be maintained that the 
change in procedure generally precedes and causes the shift in 
interest. It does, however, seem reasonable to believe that this 
is more often or to a greater degree the case than the converse. 

But if one tries seriously to look below the surface of the prob- 
lem of a theory of history, staggering difficulties are evident, and 
grave doubts arise. It is not merely science and morals which 
are involved, or even these in a plurality of meanings in both 
cases; history itself represents more or less of a third corner of a 
triangle of concepts. If one does not inquire too closely, history 
seems to be nearer to science than to ethics and value-theory; 
but on a deeper view, I am not so sure. The ‘“‘Veblenian”’ idea 
of history was, of course, that of automatic, inevitable, “‘cumu- 
lative change.’’ The question whether this is any more to be 
assumed than some kind of cycle theory will not be inquired 
into here; the meaning of cumulative change itself is enough of 
a problem for the possible compass of these remarks. The idea 
of cumulative change evidently means either that successive 
changes represent “more” of something (which is the literal 
meaning of the word) or, more generally, that changes have a 
common “direction.”” To make very definite sense out of either 
notion in connection with the actual content of history as we 
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know it is not easy. As already noted, and as Ayres’ own words 
illustrate, the ‘‘natural” answer to the question seems to take 
the form of cumulative “improvement,” which is obviously and 
indisputably a moral or esthetic category—a value. 

If one attempts to define “cumulative” in really objective 
terms, it is fairly clear that the notion of “direction” of social 
change cannot be made objective in any accurate sense. With 
reference to quantity, a series of changes is cumulative, if 
throughout we keep what we have and get “more,” whether 
what is added is of the same kind or of a different kind. But 
we never do keep all we have while getting more, and when that 
is the case, we cannot prove that we have more in the aggregate 
after the change, unless what is given up and what is acquired 
have some common denominator in terms of which they are 
measurable. But scrutiny seems to show that all the common 
denominators are essentially value categories! This is true even 
for the concept of “quantity of life’ which, interestingly 
enough, is suggested in identical terms, though with very differ- 
ent meanings, by Ruskin and Herbert Spencer. But, as I sug- 
gested in an article published a dozen years ago,’ I do not see 
any objectivity in the statement that a given weight of human 
beings represents a greater quantity of life than the same weight 
of pigs, and if one says “fleas” instead of “‘pigs’”’ it seems clear 
that the comparison goes definitely the other way. Consistency 
of direction in biological evolution depends on a value-judgment 
also. Spencer, the cosmologist, in contrast with Spencer, the 
biological evolutionist, proposed a different formula, in terms of 
“integration,” “heterogeneity,” “coherence,” and “definite- 
ness.” It is doubtful whether any of these can be given objec- 
tivity as measurable magnitudes. The dissipation of energy is 
the most fundamental feature of the cosmic process from the 
viewpoint of physics, but in a philosophical sense energy itself 
is not a physical category. 

7 “Ethics and the Economic Interpretation,” Quarterly Journal of Economics, May, 
1922, pp. 454-81. 
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III 


The third element in Professor Ayres’ mixture of positions is, 
in relation to the others, even more interesting in its unintelligi- 
bility. I mean the combination of social-moral reformism with 
“explanations” of history of the type he has proposed. For the 
essence of any such explanation is that it makes whatever hap- 
pens appear inevitable. Regarding such a conception of history, 
the only ethical question possible to raise would be that of 
whether the course of events argues for or against moral qual- 
ities in The Absolute. As I am sure that the mention of The 
Absolute would throw Professor Ayres into profanity if not into 
“fits,” I am left simply baffled and bewildered. Moreover, I 
rather share the feeling I impute to him on the subject of The 
Absolute; at least I am not at the moment interested in that 
type of ethical problem. (Ultimately, however, it cannot be ig- 
nored!) But it is important to understand that an idealistic in- 
terpretation of history in dialectical terms is just as fatalistic 
and eliminates human ethical reality just as effectively as does a 
theory in terms of physical mechanics. If any ethical discussion 
is to be carried on in connection with history, it seems clear to 
me that in the first place it has to be assumed that moral beings, 
meaning the only moral beings we know anything about, name- 
ly humans, are in some sense really making or changing the 
course of history. 

The basic problem here, and for thinking in general, is un- 
doubtedly that of formulating any explanatory or intellectually 
interpretive world-view which affords room for the reality of 
moral categories—or, put the other way, it is one of discussing 
moral problems in any terms which do not have intellectually 
repugnant implications. From still other points of view, it is the 
problem of reconciling our intellectual and our moral cravings, 
or simply the hoary old question of the freedom of the will, or 
the mind-body problem, or, perhaps most pertinently, it is the 
problem of the relation between social science and natural sci- 
ence. As long as “science” means natural science, moral con- 
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ceptions, naturally enough, do not interfere. But this is precise- 
ly because natural science deals with a subject-matter external 
to man, i.e., to the scientist and his audience, the parties to the 
discussion. Under this assumption, the basic postulate of nat- 
ural science, eliminating real change or, in Bergsonian terms, 
making time a dimension of space, creates no difficulty. But in 
the very nature of the case when man is in any way inserted into 
the picture of nature, instead of merely viewing it from the out- 
side, intellectual contradictions arise. These do not depend on 
the raising of moral issues, but merely, as already suggested, on 
the bare fact that the description or study of nature by man is 
an activity, while the fundamental nature of science excludes ac- 
tivity from the subject-matter. For man, or any agent, to de- 
scribe a scene of which he is a part, in which he is included, is a 
mechanical impossibility. The describer cannot be identical 
with the described material, agent with patient, subject with 
object. If one thinks of drawing a picture which includes the 
drawer in the act of drawing, and hence the picture itself, it is 
evident that an infinite regress is involved. But this act of “‘self- 
description” is precisely the crux of any “human”’ science, un- 
less the author begins by denying that he is himself a human 
being. The difference between social and natural science, how- 
ever, is in a sense provisional and arbitrary, as already sug- 
gested. It arises because it is relatively easy (a word which im- 
plies activity!) to make the abstraction involved in talking 
about nature from the outside, to speak “as if” one were not 
oneself a part of nature, but it is practically impossible effec- 
tively and consistently to talk or pretend to talk about human 
nature and human phenomena from the outside. 

An analysis of the problem would have virtually to begin by 
recognizing that there is a sort of hierarchical sequence of con- 
cepts or categories in terms of which one may conceive and dis- 
cuss a human subject-matter. The hierarchy of the sciences, of 
Comte, is in point here, but is not to be defended in detail, nor 
will any detailed discussion of the actual series be attempted. 
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Human beings (and for that matter, to a greater or less degree, 
their ideal and spiritual as well as physical qualities) have the 
mathematical attributes (which are qualities of qualities). Also 
man is a physical-chemical entity, and can be discussed from 
that point of view to the neglect of others. Similarly, he is an 
organism, possessing in fact the qualities belonging to all or- 
ganisms and those more and more narrowly restricted to the 
“higher” strata of the animal scale. Accordingly, human phe- 
nomena can be discussed in terms of organic structure and of 
function, struggle, and adaptation, which, rather than structure, 
are the distinctive attributes of this level of existence. Again, 
man is unquestionably, at least in part, a motivated or want- 
satisfying creature, which gives rise to the category of the eco- 
nomic; he éries, sometimes, and to a greater or less degree, to act 
efficiently. Efficient action, however, really involves two dis- 
tinct concepts, correct procedure or technique, which is tech- 
nology, and correct allocation of resources among alternative 
modes of use, which is the distinctive postulate of economic 
theory. 

It is equally necessary to understand that on the one hand the 
postulates of economic analysis are not properly those of science, 
but exist and function at a “higher” level altogether, and on the 
other hand that the analysis of human behavior cannot stop with 
the economic without leaving out the larger and more important 
part of the realities of the case, but must go on to still higher 
levels. Regarding the first point, if economic motives or desires 
are taken strictly on the pattern of elastic forces, the notion of 
economy has no real application. Economy is a teleological con- 
cept, and automatic, inevitable behavior is not economic be- 
havior. If conduct is thought of as automatically maximizing 
any given effect under given conditions, then it is a pure me- 
chanical response to the conditions, and the notion of motive or 
want satisfaction is superfluous (Occam’s razor); if the behavior 
is not associated with effort and error, the position is one of 
mechanism (or “behaviorism,”’ which is a “‘positivistic” repudia- 
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tion of all “explanation”). In a fuller analysis, similar queries 
would have to be raised about biological adaptation, and even 
about force in mechanics itself. Logically, such a view is strict- 
ly untenable. To say that man is a machine is to say that “I am 
not saying anything”—or else that I am not a man but a higher 
form of being, a god. The second is a mere absurdity (too ab- 
surd for the arrogant pretense to have serious meaning); be- 
yond the first, contradiction cannot go. Thus economics either 
is not a natural science, or becomes one only by way of an ab- 
straction which falsifies as well as simplifies its problems and de- 
prives of all meaning their special designation as economic. It 
is legitimate to build such a science but care must be taken in 
interpreting and using its conclusions. 

On the other hand, the indisputable facts of behavior include 
the fact that its interpretation must recognize much that lies 
beyond the effort to satisfy existing, concrete wants or desires. 
The least critical scrutiny shows that people do not know what 
they want, and that they certainly do not finally want the goods 
and services of economic life. These are largely symbols arising 
out of interests of a quite different sort. Most typically, they are 
chiefly of the nature of counters in a kind of game. The objec- 
tives in a game are not “‘real” objectives, but are set up to make 
activity interesting and are intrinsically instrumental rather 
than final. And it is obvious that the concrete character and 
content of these wants varies infinitely from one time and place 
to another, and is a matter of social-historical genesis. And the 
same is to be said of the content of economic life in other aspects. 
Economic theory gives a kind of theoretical mechanics of the 
use of “given” resources in accordance with a “given’’ tech- 
nique or state of the arts in satisfying “‘given” wants. Its prin- 
ciples are as valid in one economic situation as another, and so 
can tell nothing distinctive about any. If any question is asked 
about the actual resources, technique or wants to be met with in 
the economic life of any time or place, such questions can be an- 
swered or discussed only in terms of history. The more general 
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and “real’’ interests, symbolized by economic goods and serv- 
ices, include not only victory or success, but a long list of po- 
larized abstractions such as conformity and distinction, familiar- 
ity and novelty, security and adventure, and the like. 

More generally, it is obvious that in much of motivated hu- 
man behavior, a larger or a smaller part of the interest arises out 
of the fact that the objective is not fully foreseen in advance, but 
is more or less incompletely known. We read to find out what it 
is we want to read, and write to find out what it is that we want 
to write. Along with the desire-satisfying aspect of our actions, 
we have to recognize an explorative, or problem-solving char- 
acter. But in solving a problem, the essence of the interest is the 
fact that we do not know the solution we are working for, and 
we do not really understand the problem until we know the an- 
swer. Thus the real human being is no more the economic man 
than the latter is really a mechanical man (though this mechan- 
ical interpretation is necessary for economics as an analytical 
science). For in fact people deliberate and discuss about ends 
as well as means (the adage about tastes seems to be the oppo- 
site of the truth) and the notion of error applies also to ends. 
The economic man, knowing what he wanted and striving intel- 
ligently and ruthlessly to secure it in the maximum degree, 
would not be a social man and could neither come into existence 
in society nor live in society. He would have to be a ‘“‘Crusoe” 
and the economic society of economic theory would be an ag- 
gregation of such beings, each on his separate economic island, 
interacting with each other through a kind of “silent trade,” 
with no human contact or relations. 


The problem-solving quality or attribute takes behavior defi- 
nitely out of the field of science, in the natural science sense, and 
puts it into the field of real change, or real time, or creative ac- 
tivity; and it gives a foundation at the same time for both his- 
tory in a real sense and for morality. But “history” is both a 
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subtle and an ambiguous concept, and in order to define moral- 
ity it is necessary to eliminate still another mode of conception of 
social phenomena, which is “‘historical’’ par excellence in the 
sense which history has when it is most nearly scientific. This 
conception to be eliminated is the standpoint of historical deter- 
minism or dialectic, the conception which Ayres applies to tech- 
nological change. In this view we separate human social phe- 
nomena from human beings, cease to regard them as “‘behavior,” 
and treat them as “‘institutions,” subsisting and changing in ac- 
cord with inner laws of their own. In this view, best called “‘in- 
stitutionalism,”’ institutions bear much the same relations to 
aggregates of human beings that plants bear to the soil in which 
they grow. It is typically the method of linguistics, and more or 
less that used in the study of law and folk-lore, depending on the 
school and theory of jurisprudence and folk-lore doing the 
studying. As already indicated, this view also is “‘fatalistic,”’ 
like that of physical mechanics. Its intellectual basis is the 
postulate that to explain phenomena is to show how and why 
they are or were inevitable. Like the other views discussed, it re- 
duces time to the character of space, though in idealistic rather 
than materialistic terms. That is, it also has to be “eliminated,”’ 
along with all other modes of inevitability, i.e., eliminated as 
a possibly exclusive interpretation, recognized as limited and 
incomplete, before we can arrive at any view of phenomena in 
connection with which morality has any place or meaning. 


IV 


Turning to the conception of morality as such, we must note 
first of all that it is a species included within the genus of prob- 
lem-solving; it is a matter of getting the “right’”’ answer. But 
not all problems are moral problems. In the second place, it is, 
again, a complex as well as a subtle and intellectually repellent 
conception. At least (as regards complexity) we must surely 
distinguish between the ethical problem of the individual living 
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in a given social structure and that of a society changing its 
structure. The first is historical only in a limited sense, if at all, 
the second distinctly so. On the individual problem, only one 
observation is necessary here. Morality, as I see it, is a phe- 
nomenon of self-legislation, of the “calm, cool hour.’”’ To the 
notion of freedom at the moment of choice, I can give little 
meaning; but I can agree with the poet that 

Tasks in hours of insight willed, 

Can be in hours of gloom fulfilled. 
(By “gloom” he of course means simply darkness, the absence 
of illumination, not spiritual depression.) 

The ethical problem of social change or progress seems to me 
to have been seriously if not fatally misconceived in the age of 
liberalism. It must be viewed in terms of social-ethical self- 
legislation, which involves a creative process at a still “higher” 
(and intellectually still more elusive) level than that of individ- 
ual self-legislation. It is a matter of social choice, and must rest 
on the conception of society as a real unit, a moral community 
in the literal sense. It is intellectually impossible to believe that 
the individual can have any influence to speak of, or especially 
any predictable influence, on the course of history. But it seems 
to me that to regard this as an ethical difficulty involves a com- 
plete misconception of the social-moral problem or that of the 
individual as a member of a society striving for moral progress 
as a society. I find it impossible to accept or give meaning to an 
ethical obligation on the part of the individual to improve so- 
ciety. 

The disposition of the individual, under liberalism, to take 
upon himself such a responsibility seems to be an exhibition of 
intellectual and moral conceit. It is sheer love of power and self- 
aggrandizement; it is wm-ethical. Ethical-social change must 
come about through a genuine moral consensus among indi- 
viduals meeting on a level of genuine equality and mutuality 
and not with any one in the réle of cause and the rest in that of 
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effect, of one as “potter” and others as “clay.” Still less can 
it be conceived as an opposition between an individual “re- 
former”’ as an angel in shining armor, and the rest of society as 
“evil” or dominated by evil influences—as “the enemy.” But 
the latter is in considerable part at least the form which the 
social struggle has tended to take under liberalism. It is a 
“fight for the right”’ of human beings against other human be- 
ings. And not less a fight in the moral sense because carried on 
with words rather than other weapons. And for that matter, the 
issue is not, and is not by the reformers expected to be, finally 
determined by words, but by “force” in the crude sense. 

But this ethically perverted conception is the intellectual con- 
sequence of carrying over into society the intellectual concep- 
tions of natural science. Natural science is properly “instru- 
mentalist’’ in a broad sense, especially in so far as it relies upon 
experiment. As indicated earlier in this paper, it necessarily 
rests on an opposition between the student as active and his 
subject-matter as passive and indifferent, as merely a “‘mate- 
rial’; and this holds good whether knowledge is thought to be 
instrumental to some “‘practical” end, or an end in itself, and even 
in principle, where the knowledge itself is not gained by manipu- 
lation in any literal sense. A conception of knowledge as de- 
fined by its successful use as a technique of manipulation, ap- 
plied to society, becomes a perfect formula for chaos, the war of 
each against all. 

The nature of the réle of intelligence in social change may be 
suggested by reference toa game. The intelligence or knowledge 
which enables an individual to play better and win oftener is 
itself very different from what is involved in natural science, but 
the problem of improving the game itself, or devising a better 
one, is still another matter as far from the former as this is from 
science. And the main, most serious problem of social order and 
progress is beyond both and all these—the problem of having 
the rules obeyed, or preventing cheating. As far as I can see 
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there is no intellectual solution of that problem. No social ma- 
chinery of “sanctions” will keep the game from breaking up in a 
quarrel, or a fight (the game of being a society can rarely just 
dissolve!) unless the participants have an irrational preference 
to having it go on even when they seem individually to get the 
worst of it. Or else the society must be maintained by force, 
from without—for a dictator is not a member of the society he 
rules—and then it is questionable whether it can be called a 
society in the moral sense. 
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WHAT IS “CAPITALISM’’? 


C. F. TAEUSCH 


E HEAR frequently nowadays about the “break- 

down of the capitalistic system,” and yet it is only 

seldom that one can obtain from such prophets any 
clear description of what they mean by “capitalism.” Similarly 
with judgments passed upon “‘capitalism”’: there is much more 
of condemnation and defense than there is of definition and de- 
scription. This is, of course, a common human trait—to base 
inferences and judgments upon matters which are not clearly 
defined or understood. More people can become righteously in- 
dignant over the suggestion that the ten commandments be 
modified or kept intact, than can repeat the ten commandments 
with any approximation to accuracy. As Descartes aptly point- 
ed out, far fewer mistakes are made in the reasoning processes 


themselves than in the prior acceptance of false data and un- 
clear premises. 


I 

What then, it may be fittingly asked, is “capitalism?” Is it 
the large-scale production which came in with the “industrial 
revolution”?! Is it the system of “private property’? Some 
have identified capitalism with the ‘‘profit motive” in business; 
others, with the “competitive system,” especially the so-called 
“cut-throat”? variety. Obviously, these are all superficial ana- 
logues or remote implications of capitalism. And yet they must 
be given serious consideration because they so frequently have 
muddied the waters of inferences and judgments about the capi- 
talistic system. This is not the only situation in which errone- 
ous ideas have crept into the social household through the side- 


* Note that this is another term sadly in need of definition, especially by those who 
can deal with the matter in accordance with sound historical analysis. 
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door of psychology, eventually requiring a pragmatic adoption 
into the family in order to recognize all the “‘facts’’ of the situa- 
tion. 

There are, however, more penetrating and more accurate defi- 
nitions of capitalism. Chief among these is the analytical view 
sponsored by Max Weber and Ernst Troeltsch, among others; 
namely, that capitalism consists in the calculated evaluation of 
anticipated periodic returns, in the form of dividends or interest 
payments, and the equation of those returns in terms of a pres- 
ent lump-sum of money. Such an interpretation of capitalism 
makes possible a social-economic interpretation of the interest 
rate, of insurance, of commodity and security exchanges, of say- 
ings, of real estate ‘‘values,”’ and of investment activities in gen- 
eral. Contrasted with this idealistic and relatively passive view 
of capitalism, there is the more active or pragmatic view of Lujo 
Brentano and others, anticipated by Adam Smith; namely, that 
capitalism consists in the organization of productive or distribu- 
tive agencies so as to create not only income but also an incre- 
ment in the original investment. This interpretation affords an 
illuminating basis on which to interpret understandingly the 
social-economic functions of the entrepreneur, the inventor and 
discoverer, the advertiser, the business manager, and all other 
persons who through imagination or insight or organizing abil- 
ity “make two blades of grass grow where only one grew before.” 
A third interpretation of capitalism, cutting across these two 
relatively distinct views and not dissociated from either, is the 
historical, well represented by Werner Sombart. This view at- 
tempts to trace the beginnings and development of capitalism 
as a historic event; it is largely descriptive, but, not satisfied 
with a merely economic interpretation, it regards capitalism as 
an integral part of the complex fabric of modern civilization, in- 
cluding all of its humanistic patterns and colorations. 

An accurate as well as adequate understanding of capitalism 
would require a critical examination of all of these interpreta- 
tions, and any other observations that pertain to recent devel- 
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opments. But economy of effort would be better effected by 
paying primary attention to the more accurate and penetrating 
views just described. We can then examine some of the more 
important fallacious or confused notions of capitalism, in order 
to bring out more clearly the demonstrable elements of a justifi- 
able description and convincing definition. 


II 


The views of Max Weber and Ernst Troeltsch as to the origin 
and meaning of capitalism have unfortunately been almost ex- 
clusively identified with the thesis, which they did maintain, 
that capitalism had its source in an ideology which accompanied 
the Protestant Reformation, a thesis which was further ampli- 
fied by R. H. Tawney. According to this thesis, the Protestant 
ideology, more accurately that of Calvin and not of Luther, was 
necessitated alike by the break from the Catholic tradition and 
by the personnel of the Protestant congregations. It consisted in 
a realization of religious ideals in the form of a social-economic 
theocracy, and a partial transformation of religious hopes and 
aspirations into calculable economic prognostications. ‘“Stew- 
ardship,” the “‘doctrine of the elect,” “immortality” especially 
in the sense of “‘spiritual security,” the ‘‘calling,”’ “industry and 
thrift,” and other allied concepts, were given palatable practical 
interpretations to burgher congregations and civil authorities. 
They were accompanied by an explicit analysis of the qualifying 
implications which otherwise might have been, and later actual- 
ly were, lost sight of in the fervid enthusiasm over acceptable 
generalities. It was, if you will, Aristotelianism; it had been an- 
ticipated by St. Thomas Aquinas but had been garbled in his 
attempt to reconcile it with the Platonic doctrine; and it was op- 
posed, paradoxically, both by the church and by the Augustin- 
ian Luther on the same Platonic grounds. 

But this part of the Weber-Troeltsch thesis not only has been 
riddled, like most brilliant theses, by a more careful investiga- 
tion of the historic facts; it has also drawn the limelight from the 
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more analytical parts of their interpretation of capitalism, espe- 
cially that of Troeltsch. This interpretation emphasizes the 
calculable elements of economic activity—the transformation of 
the concept of spiritual immortality into that of investment se- 
curity may be regarded as a flight of historic fancy—and focuses 
attention on the financial statement and the balance sheet. 
“Profit,” in this sense, refers not to the sporadic gains on indi- 
vidual transactions, but rather to the persistent increments, in 
property values and through current gains, which can be “‘capi- 
talized”’ in the mind of the investor, the stockholder, the banker, 
the management. The practical ratio, upon the basis of which 
this ‘capitalized value’’ is calculated, is the “interest rate,”’ or 
some approximation to it, with one year as the time unit; this 
ratio may be “4 per cent” or “6 per cent,” the latter being al- 
most an idée fixe, or it may be conversely ‘‘12 to 15 times earn- 
ings.” “Capitalism,” in this sense, becomes an idealistic eco- 
nomic construct, hovering over the world of economic realities 
very much in the same way that “immortality” or ‘“other- 
worldliness” hovered over the practical world of the Middle 
Ages. In drawing this parallel it is not an unwarranted exagger- 
ation to suggest that both of these imaginative constructs may 
have arisen from frustrated practical efforts in which the 
“reach” of man exceeded his ‘“‘grasp”; both undoubtedly at- 
tained extraordinary magnitudes; the economic construct may 
now be undergoing a process of deflation comparable with that 
which previously was experienced by the religious; and the so- 
cial fabric will in all likelihood continue to be fashioned from 
threads and patterns to which capitalism as well as religion will 


contribute. 
III 


There are two serious qualifications of this relatively neat in- 
terpretation of capitalism. One is the intellectual limitation 
which exhibits itself in errors of judgment; the other is the ethi- 
cal difficulty, which manifests itself in fraud, dishonesty, and 
unfairness. As for the former, the derivation of “‘capital values” 
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involves two separate judgments, either or both of which are 
subject to error. The first judgment, largely one of fact, con- 
sists in determining what the periodic “earnings,” or “‘profits,”’ 
of an enterprise actually have been, and involves the assump- 
tion that they will continue to be so in the future. Aside from 
the obvious difficulties of making such a judgment, there is the 
further difficulty that the knowledge one may possess of such 
facts, however accurate, is one thing if nobody else has such 
knowledge, but a quite different thing if others or everybody 
knows it also. This paradox of knowledge reaches a climax in 
the case of statistical information, as many a farmer or stock- 
broker has discovered. Ignorance of the facts allows the laws 
of chance to operate, in which case the few who “know” are at 
an advantage; but a general distribution of such information 
places in the hands of many people the basis for action and con- 
trol, which in turn will increase tremendously the unpredictable 
factors and thereby may make the records of the past worse than 
useless. But the problem of discovering the ‘earnings’ or 
“profits” of a given period, or their trend, is serious enough in 
itself, as every accountant knows, aside from the complexities 
introduced by the extent to which that information is shared. 

This social element is more prominent in the second possi- 
bility of error which threatens judgments regarding capital val- 
ues. Here we face the problem of determining the “‘interest 
rate” or the proper “ratio of earnings” to the market value of 
securities. This ratio is in part a function of social security: 
English ‘“‘consols,” which a century ago carried a rate of 12 per 
cent, until comparatively recently bore a rate which had grad- 
ually declined to 2 per cent. Investments in countries which are 
politically unstable carry higher rates than those which are 
made in regions where governments are well established. One 
of the most interesting capitalistic ratios is that of “six per 
cent’’; although actual interest rates may vary considerably and 
deviate from this amount, “‘six per cent” is an ideological factor 
of considerable social consequence, not only as it affects ‘usury’ ; 
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laws, but also as a psychological constituent of our social-eco- 
nomic order. On the stock exchange, ‘“‘t2 to 15 times earnings”’ 
is a conservative capitalistic ratio,? but this ratio generally rose 
to 20 or 30 during the 1929 “boom” period, and in individual 
cases went up to 70 or higher. This was in part the result of con- 
fusing anticipated capital increments with future earning capac- 
ity, but it also indicated that opinions differ as to the “capital 
ratio” and that errors of judgment are to be expected in deter- 
mining so ephemeral a concept as “earnings ratio.” That the 
possibility of such errors is significant is seen when we recall that 
a shift in this ratio from “‘16 times earnings” to ‘‘1o times earn- 
ings” is equivalent, in its effects on “capital values,” to an in- 
crease in annual earnings from 6 per cent to 10 per cent. As this 
ratio varies in the minds of investors, the canopy of capital val- 
ues hovering over the practical world of economic and business 
affairs rises and falls—as did heaven in the minds of men during 
the Middle Ages and subsequently. 


IV 

Of the ethical and moral difficulties encountered by the theory 
of capitalism, little will be said. The story is a sordid one and 
ranges through the whole gamut of business activity. But it is 
necessary to separate from the welter of misrepresentation, 
tyranny, crassness, and broken faith which accompanied so 
many recent business dealings the factors which more precisely 
concern capitalism. Two may be mentioned. 

One, the more obvious difficulty, arises from such diverse ac- 
tivities as “planting” emeralds in a hole in the ground, falsely 
stimulating real-estate “booms” or industrial activity, and 
“‘window-dressing”’ the statements of banks or other forms of 
“manipulating” the balance sheet or financial statement of an 

2 Indicated also, significantly but subtly, by the fact that the smallest unit for meas- 
uring “quotations” on the stock market is $}, a sum which is just sufficient to measure 
fluctuations, in the “capital values,” of annual variations in earnings of 1 cent, at a 


“ratio” of 124 to 1. Note also that $4 is a “bit”; used in the plural, as, e.g., “two bits,” 
“six bits.” 
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individual business. The particularly vicious character of such 
activities lies not so much in the immediate effects on “profits” 
or earnings, but rather in the capital losses—‘‘12 to 15 times 
earnings’’—suffered by those who, through the very faith and 
confidence implied in capitalism, are led to invest their savings. 
It is this magnifying of the misrepresentations of “earnings” 
into capital losses that is one of the greatest latent dangers of 
the capitalistic system. The invention of the corporation, and 
later of the holding company, have greatly increased the possi- 
bility of capitalistic abuses. Our ingenuity in perfecting these 
social instruments has outstripped our ability to control them, 
as much as has our production of mechanical devices. 

Closely allied with this event is a feature of capitalism which 
is less amenable to, but also implies possible, abuses: the classi- 
fication of mortgages, stocks and bonds, and other securities. 
The relatively great “risk” of a second mortgage or of common 
stock is generally recognized by its carrying a greater interest or 
dividend rate, and there is much to be said for such differentia- 
tions of securities in times of social and economic stability, espe- 
cially where the respective risks are recognized. But the singling 
out of certain securities as having an absolute and prior claim on 
property, or extraordinarily privileged titles to earnings, leads 
not only to various subterfuges for divesting control from owner- 
ship, but also, especially in times of great economic distress, dis- 
possesses the owners of small properties to such an extent as to 
breed a social and political menace, however great a lack of eco- 
nomic wisdom may have been displayed by the debtor when he 
entered the contract. It was this insistence on “the payment of 
the bond,” this certainty of “interest” as a function of time re- 
gardless of the fate of the venture, which called forth the anath- 
ema of the church and constituted the meaning of “usury.” 
Now that we see more clearly what the objection of the church 
was—that it was not even the size of the interest rate—we are 
coming to have more respect for a doctrine which was persisted 
in for over a thousand years. In times of economic crisis, and 
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in the “reorganization” of individual businesses, it may be a 
more far-sighted economic as well as social policy to qualify the 
absolute rights of “prior” security holders and to conserve at 
least some “equities” to the “owner” who occupies the house 
and land or is managing the business. This deviation from the 
absolute conception of property does not affect the essentials of 
capitalism, although it is mistakenly thought to do so; but it 
does modify an instrumental refinement of capitalism which has 
attracted a great amount of criticism. 


V 


The pragmatic conception of capitalism, more recently de- 
veloped by Lujo Brentano but formulated earlier by Adam 
Smith, is not only reconcilable with the idealistic view just de- 
scribed but is in a sense complementary to it. In its simplest 
terms this conception implies that periodical earnings and de- 


rivative capital values are the results of managerial ability. On - 


the one hand, this view recognizes the creation of economic val- 
ues through the discovery of new sources of raw materials, 
through invention and the practical application of the results of 
scientific research, through advertising, transportation or other 
methods of generating or satisfying wants, and through the pro- 
ductive placing of money and credit; as well as, on the other 
hand, through intelligent and imaginative organization of the 
business unit, increasing its productive efficiency, marketing 
expeditiously the goods so produced, and other factors consti- 
tuting good business management. Capitalism, understood in 
this sense, has come to be too closely identified, however, with 
the management of labor—hence the “‘capital-labor” antithesis 
—the introduction of factories and machines, the amassing of 
large units of real and other property, and various other closely 
allied but not exclusively derivative activities. 

Adam Smith endeavored to explode the mercantile doctrine, 
prevalently held in his day, and to emphasize the importance of 
productive activity to the “wealth of nations.” In spite of the 
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obvious importance of ‘“‘perambulating money bags’ for the 
financing of large-scale production or even the building of fac- 
tories and machines, inert bullion does not by itself constitute 
“wealth.” Nor can it be regarded as “capital.” So also with 
any “property” which is unproductive. But bullion, or real 
estate, or any other form of property which is potentially as well 
as actually productive may have an exchange value; and 
changes in the social or technological environment may affect 
that value, even though the bullion or real estate has not been 
touched. Now, it is these increments or declines in commodity 
or property value, in the absence of any fabrication or consump- 
tion or management which might have led to similar results, 
that afford the basis of much criticism of capitalism. But if the 
“unearned increments” of the holders of Manhattan real estate 
are to be condemned socially or morally, or are to be socially 
appropriated by taxation, it is difficult to see why the same pro- 
posal doesn’t apply to the farmers and home owners and owners 
of individual businesses all over the country. Indeed, it is quite 
probable that the “‘income”’ of most farms and small businesses 
throughout the United States, after deducting costs, wages of 
owners, and interest on investment, have consisted of little else 
than capital increment of the property resulting from increased 
population and other factors beyond the owners’ control. In all 
such cases it must be recognized that, aside from productive 
management of a property, there is at least the possibility of 
exhibiting foresight in holding on to one’s own with the expecta- 
tion of a rise in value. And, unless there are situations in which 
a difference in degree attains a magnitude which makes it a dif- 
* ference in kind, this speculative factor of capitalism must be 
recognized as a generally accepted part of our social order. 
Foresight, in this sense, is closely allied with invention and 
discovery, whether of technological processes, sources of raw- 
materials, or market outlets, in realizing capital values; al- 
though it is obvious that such control factors frequently thwart - 
the most careful foresight. For these activities are not only con- 
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stantly contributing to capital values, but they are also con- 
stantly jeopardizing existing capital values through obsoles- 
cence, substitution, and the like. Frequently even their produc- 
tive effects are gleaned by others than those who initiated them. 
Thomas A. Edison and Eugene Steinmetz received comparative- 
ly little economic reward for their contributions to social wealth; 
many a discoverer of oil has received his pay in worthless stock, 
and many an advertising idea has been thanklessly appropri- 
ated. This has likewise, however, been the fate of many poets, 
painters, and musicians: their enrichment of the cultural world 
has been far greater than their economic returns, even if the 
two were at all comparable or commensurable. But why the 
fact that eternal spiritual values or permanent capital values 
have been contributed to society by certain people and are en- 
joyed or appropriated by others should be regarded as a peculiar 
weakness of religion, art, or capitalism, it is difficult to see. For 
the process of capitalizing these values is bound to be at least 
partially independent of the source of these values or the meth- 
ods whereby they have come to fruition. It is a matter of great- 


er importance to see that there is little difference between the 
idealistic and the pragmatic view of capitalism as to their evalu- 
ation. 


VI 


When we turn to the factor of management itself, however, as 
a part of the capitalistic system, a thorny path awaits us. On the 
one hand, there is the owner or manager who claims the exclu- 
sive credit for the productivity of his business; on the other, 
there is the laborer who claims in wages the entire value incre- 
ment due to the processing of goods. As for the status of labor, 
there are the “commodity” theory of labor, with a ‘“market- 
rate” for wages, the “‘wage-incentive” theory with its objective 
of industrial efficiency, and now more recently the “purchasing- 
power” doctrine with its promises of realizing sales volumes 
sufficiently large to achieve the economies of mass production. 
But all of these doctrines and theories, frequently combined in 
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the confused mind of a single person, are pygmied by the out- 
standing, and perhaps indefinable, phenomenon of skilful man- 
agement, exhibiting itself not only in the entrepreneur spirit, 
organizing plant layout, labor morale, productive efficiency, 
and marketing ingenuity, but also in those many ineffable fac- 
tors which are necessary to ‘make a go” of anything. And it is 
this management factor, calling upon banking or legal or engi- 
neering services when required, that is the creative element in 
the pragmatic view of modern capitalism; not passively con- 
templating investment values and accepting the situation as it 
is, but actively extracting, transporting, manipulating, and mar- 
keting goods and services so as to inject life-blood into the dry 
bones of the balance sheet. 

The “exploitation of labor” may be as serious an abuse of this 
pragmatic phase of capitalism as is the ‘exploitation of the in- 
vestor” an abuse of the more idealistic phase ;3 and the consumer 
falls a prey to both. But, however sentimental we may be, we 
must recognize that employment and wage problems have many 
ramifications, enough at least to confuse the issues. Many of 
our largest corporations have more stockholders than they have 
laborers; to reduce earnings or dividends or interest payments in 
order to increase wages may jeopardize not only the income of 
many people, but also the credit and existence of the company, 
without adding appreciably to wages; and customer rights to 
good quality and fair prices may frequently call for better work- 
manship or lower wages or both. It is a question whether the 
reallocation of gross income among raw-material costs, wages, 
and earnings is as serious a problem as is the reorganization of 
the capital “‘set-up” of certain industries or businesses. In the 
case of our largest railroads, for example, the health and solven- 
cy of the industry probably requires, primarily, a reduction of 

3 “Rigging the market” has been the worst of such abuses. But there is more than 
first strikes the eye in the common practice of organizing a business to a point of maxi- 


mum earnings, “unloading” its ownership on to the public, and challenging the new 
owners to continue its productivity. 
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the funded debt and interest charges, and secondarily, but per- 
haps even as certainly, reduced wage costs, especially reduced 
wage rates to an extent which will permit increased employ- 
ment. And both are necessary for the interests of the “equity” 
owners, the common stockholders, the “capitalists” who pro- 
vide the speculative cushion for our economic system. So flat 
has this cushion recently become that the bumps on the eco- 
nomic road are being transmitted directly to the anatomies of 
all those who are riding, including the laborer. 

What has happened to our capitalistic system, in addition to 
the various abuses mentioned above, has been a renunciation of 
the very principles of capitalism by capitalists themselves in 
times of business stress. If capitalism consists essentially in 
evaluating, in terms of a present lump-sum of money, the peri- 
odic earnings expected in the future, and if it further means the 
continued creation and conservation of such values by intelli- 
gent and skilful management, then obviously a decline in earn- 
ings, whether through causes beyond our control or through 
mismanagement, will be accompanied by a decline in capital 
values and should be so recognized. But this conclusion is ex- 
actly what most business men refused to accept. Although they 
had gleefully written “up” items in the balance sheet when fac- 
tors—many of them uncontrollable—were effecting increasing 
prosperity, they exhibited every conceivable form of inertia, dis- 
honesty, and stupidity when the reverse process set in. The 
holders of “‘prior’’ securities “sat tight” while junior securities 
became worthless, even jeopardizing their own interests there- 
by. Every malodorous kind of accounting and statistical leger- 
demain was resorted to. And in the panicky struggles to reduce 
costs management let laborers know with no uncertainty what 
“free labor” and a ‘“‘free-wage” system entailed; whether wage 
payments were reduced more than other costs or than ‘‘earn- 
ings’ is a question, but what is indisputable is that the labor 
force was ruthlessly slashed to a bare and necessary minimum. 
Nor was labor itself free from the effects of the panic, for em- 
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ployees insisted on the status quo of wage rates while their fellow- 
workers were falling all about them. ‘Hiring and firing,” and 
not modifications of the wage rate, has been the dominant factor 
in recent employment policies. The factor of adjustability and 
resiliency which is an essential part of capitalism has been even 
less operative in the field of wage rates—in the minds of both 
laborers and management—than it has in the field of balance 
sheets or financial statements. 
VII 

In the meantime the capitalistic structure is not only con- 
demned but is also alleged to be tumbling about our ears. Not 
that tangible property or goods have disappeared, although 
many a retired farmer, turned banker, did see land “‘values”’ dis- 
appear. Not that the profit motive or the competitive system 
has disappeared; indeed, these elements have become even 
stronger, thereby showing their independence of “capitalism.” 
Capitalism seems to be the victim of its own apostates. As one 
dear old Jewish lady once penetratingly remarked of her own 
people, ‘The trouble with the Jewish people is not that they are 
so Jewish, but that they are not Jewish enough.” And so with 
capitalism: when capital values should have continued to re- 
flect declining business activity, nicely and quickly, its loudest 
advocates and chief beneficiaries refused to be good sports; those 
who in times of rising values were “‘functionalists’’ now sudden- 
ly turned absolutists; and, instead of an allegedly sensitive in- 
strument, susceptible to every fluctuation in its basic data, 
“capitalism” was discovered to be a ratchet device, capable of 
motion in only one direction and held tight in the hands of those 
possessed of this obtuse notion. This is not the first time that an 
institution has been harmed most by its alleged friends and 
beneficiaries. 

Whether we are witnessing the beginnings of an Untergang 
des Kapitalismus, however, remains to be seen. That its canopy 
overhead has been considerably puckered in size and scope, like 
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that of medieval heaven, cannot be denied. But it is probably 
going to be as difficult to get rid of capitalism as it has been to 
rid the world of other-worldliness or gravitation. Certainly few 
will bewail the prospect of a lessened emphasis on economic val- 
ues, especially if we have not become too dulled by them, in re- 
cent years, again to create and appreciate the values of the spirit 
—teligious, aesthetic, social. Political government is certainly 
going to play a more important part in determining what form 
capitalism is to take. And it is to be hoped that those business 
men who are honest and sincere in their social and economic ob- 
jectives and who desire the self-respect of business autonomy 
will themselves make of capitalism what it can be at its best; not 
that it is to be salvaged at all costs, but rather, because it repre- 
sents one of the greatest achievements of creative imagination 
in the history of human thought. 

Such encomia need to be tempered, however, by still more 
careful analysis and more penetrating historical insight. As 
Sombart has shown, the roots of capitalism run deeper than do 
the sources of Protestantism. And they become lost in the socio- 


logical welter of primitive societies. What is needed is a thor- - 


oughgoing search for the “geschichtliche Lage’’—inadequately 
designated by the words, “‘historical conditions’ —following the 
course of its development in each relatively independent social- 
economic unit and in its relations to that of other units in the 
more comprehensive universe of social-economic discourse. The 
recent travesties of this quest, in the form of doctrinaire nation- 
alisms, are even further from the mark than have been the senti- 
mental mincings of the cosmopolitans and internationalists. 


And it may easily be that “capitalism” is not one but many. - 


Nor need such historic inquiries carry with them the historic 
fallacy of confusing existence with necessity. But, at least, a 
common, precise, and justifiable understanding of the term 
“capitalism” will enable us to use the concept fruitfully in value 
judgments and in inferences. 


HARVARD GRADUATE SCHOOL OF BUSINESS ADMINISTRATION 
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DISCUSSION 


OPPORTUNISM 
T. V. SMITH 


VERYWHERE and at all times men distinguish a life based on 
k ideals from one directed by mere expediency. Perhaps the most 
commonly assumed distinction between ideals and expediency 
is that the former is fixed and the latter variable. If Nature herself be 
conceived as by classical science (Aristotle notably) in terms of a series 
of graduated ends climaxed by some pure ideal as final goal, then from 
any point in Nature there is possible the knowledge of a path from there 
to the goal. In such a philosophy it becomes the business of science to 
discover the course of this path and the business of the statesman to 
make that knowledge effective in practice. The final goal in such a cosmic 
teleology would be also the summum bonum (by a logic that need not be 
here paraded), and consequently it would be to the real interest of men to 
seek it. In fact, if man is a rational animal, it is inconceivable that he 
would not pursue a path that leads to his greatest good. And so the 
ancient Socratic doctrine that only unknowingly does one do wrong. It is 
simply observable, however, that men do not uniformly seek what by 
definition is their greatest good. Then men are not wholly rational. There 
are discordant elements in human nature, and perhaps in Nature herself, 
which distract attention from the true end. It becomes the réle of the 
educator, with reference to youth, and the rdéle of the legislator, with 
reference to adults, to safeguard the human orientation toward the good. 
One may get disoriented and simply miss the mark, or he may with com- 
plete rational clarity drive straight at it, or he may aim generally at the 
goal but hope to come to it through a course zigzagged by compromise. 
The first procedure would be vice; the second would be complete 
virtue; the third would be opportunism. Opportunism constitutes, there- 
fore, an ethical, though an ethically inferior, way of life. What is needed 
to purge it of significant ethical suspicion is a change in ethics itseli— 
for goals to become hypothetical by a renunciation of natural teleology 
and for the fulfilments of interest to become the ends of life. Such was 
the ethical implication of Darwin’s natural derivation of species, and 
utilitarianism is the best inculcation of that implication. The good, in- 
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stead of being now a final goal at which men aim, gets dissipated into 
goods which men need, being derived therefrom through a technique of 
conceptualization; and the very notion “good” gets assimilated to a psy- 
chological concomitant of the process of consumption or to a political 
doctrine of social means to widespread consumption. Whatever the 
method, interests are finally indicated as goods. But since we seek se- 
curity and continuity of goods, means to goods become themselves ends 
to be safeguarded. Since every society wakes to critical consciousness to 
find an unequal distribution of goods, a spread of the goods becomes the 
most obvious object of social concern. All goods root in interests, but pro- 
liferate so far that the connection is sometimes forgotten. In fact, it is 
ignorance, or lapse of recognition, of this fact that explains the oppro- 
brium of opportunism; and it is only the recognition of this fact which 
makes possible a critical evaluation of the forms that opportunism has 
taken in various men and movements. 

It is fairly clear, however, that there will be a temptation to deviate 
from the path to any given social goal in proportion to the remoteness of 
the goal. Or since all temporal terms are allegorical in this connection, 
the relative abstractness or generality of the goal will determine the de- 
gree of opportunism practiced. Temperament plays a part here in so far 
as it predisposes persons differentially to concrete or abstract formulations 
of what they are about. According to this view, the most opportunistic 
persons would be found in relation to religion; for here, typically, the 
goals are supermundane and general in their perfection if not in their sub- 
stance. Nobody can see sun-clear what the various steps thereunto are; 
and even if a plan of salvation be revealed, the initial haziness regarding 
the end will reappear with reference to the plan. Counsels of perfection 
reveal in men more imperfections than would appear without them; and 
so lapses from grace have been so frequent as to be systematically accom- 
modated in the great religions. Elaborate rationalizations grow up to 
obscure the lapses, though not always such elaborate ones as that of a 
contemporary cult which holds that adherents never die. We take the 
fact that anyone dies, so runs their rationalization, as a sure sign that he 
never was really of us. But the necessity of opportunism in its worst 
sense is by no means restricted to formal religions. In the field of political 
action one finds men who in this regard act like saints. Woodrow Wilson’s 
fixation upon the League of Nations made him opportunistic regarding 
other issues covered by the Treaty of Versailles; but, through the opera- 
tion of a not infrequently observed compensation in such cases, the same 
fixation made him uncompromising at home to the point of risking, and 
meeting, frustration. In this case the conduct was probably not uncon- 
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nected with a religious type of ideology and emotion. At any rate, it was 
certainly not unconnected with a perfectionistic ethics. 

The prevalence and persistence of such attitudes call attention to the 
fact that whatever one’s Weltanschauung there is a sufficient gap between 
desire and fulfilment, between interests and their realization, to make im- 
portant the question of the forthrightness of motivation in political lead- 
ers. If the only function of intelligence were to face and act upon immedi- 
ate perplexities, there would be no need of, or chance for, indirection, 
though there might still be every resulting discomfort. But man is for 
better or for worse a time-binding animal, and he will make plans for the 
future in which idealizations become regulative of conduct. Even if we 
start with the simple hedonistic notion that pleasure is the only good, we 
find ourselves as rationalizing animals quickly saying that, while as a 
fact we seek pleasure, as a matter of duty we ought to seek the greatest 
pleasure. And presently from so simple a beginning as egoistic hedonism 
we are joining Henry Sidgwick (The Methods of Ethics) in prescribing a 
path for rational conduct in which we must intuitively admit that our 
tomorrows should count for as much as our todays. In the light of this 
eventuation, the egoist is opportunistic who, in seeking to realize the 
greatest pleasure, rationalizes a surrender to the lure of the immediate. 
The situation is complicated, though by no means obscured, when the 
greatest pleasure is understood to include others as well as one’s self, for 
then it is morally indicated that each should count for one and nobody for 
more than one. And some such technique for the achieving of the end 
becomes itself the end of social reform. Equal treatment before the 
law and equality of economic opportunity may easily become in demo- 
cratic cultures the norms of good citizenship. 

Such objectives are sufficiently perfectionistic as to allow for—if not, 
indeed, to necessitate—opportunism. That is, even when the satisfaction 
of mere human interests, or the means thereunto, become the only recog- 
nized political ends, the length of the road necessitiates compromise. If 
radical groups attach emotive terms such as “social justice’”’ to these ends, 
they may become almost as inaccessible as the saint’s dream of the brother- 
hood of man. With inaccessibility, they function as either invitations to, 
and justifications for, martyrdom or compensations for practical impo- 
tence or opportunities for ideological and emotional extravagance. But 
all ends are remote, if not inaccessible, when means do not exist for their 
achievement. The lessening of opportunism as a philosophy can come 
only by the establishment of neutral social means open to all for use in the 
achieving of concrete ends. Such means are represented by a free press, 
free speech, jobs, and dependable organs of justice, whether distributive or 
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corrective. In the field of international relations where law describes rather 
than prescribes practice, no nation dare be other than opportunistic. Radi- 
cal groups inside national groups find themselves largely in the same pre- 
dicament. Any movement is opportunistic which must make as part of 
its goal the initial creation of social means, for means cannot always be 
used at the same time they are being created. Only groups that operate 
inside an established order where the rules of the game are already formed 
and where forces are at hand that can be depended upon to eventuate in 
the direction—only these can rise above opportunism. The pioneer who 
sets himself for achievement rather than for martyrdom is the opportunist, 
and the frontier is the field of opportunism. 

The least opportunistic organizations, then, are those with specific 
programs and with means at hand to move for fulfilment; and the most 
effective of such are economic ones. Consider the American Federation 
of Labor. Its organization in 1881 focused for working men a persistent 
notion of justice, but a notion so general as to raise emotion though not 
to guide action. It precipitated the ideal into action, for example, by 
declaring at once specifically for a shorter working day. This was some- 
thing at which the organization could aim directly and continuously until 
it was achieved. It resolved also “to recognize neither creed, color, nor 
nationality.” That was an objective destined to be realized, if at all, more 
remotely and circuitously. With the remoteness grew up opportunity, 
not to say necessity, of seeking it through advantages here for one color, 
there for another nationality. Though there may not have been in this 
case such indirection as in a Mexican humane society’s proudly financing 
itself from a benefit bullfight, nevertheless every organization’s struggle 
for distant goals must clearly be zigzagged by compromises, the rela- 
tionship of which to the end in view is at best dimly discerned. 

Now, the term “compromise” and the term “opportunism” carry to 
many minds the same suspicion, not to say opprobrium; but compromise 
gets respectability in the political process when the democratic ideal is 
humbled by the discovery that this is the only alternative to coercion. 
Where economic issues develop from mutually watchful barter into con- 
flict situations, the recognition comes slower that peace without victory 
may be for both parties the most victorious peace. But as compromise 
slowly makes its way to respectability, opportunism as a political phi- 
losophy loses its taint; for, as men learn through trial that the compromise 
achieved is more valuable than the ideal objects sacrificed, the oppor- 
tunity to trade an abstract for a concrete value appreciates. 

But underneath all this tolerance of compromise as a social method 
lies the assumption of the virtue of personal honesty. Only the oppor- 
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tunism of honest men is praiseworthy. A leader who, in making accom- 
modations, loses sight of his group’s interest or of his own personal in- 
tegrity is dishonorable. To seek self-aggrandizement when playing a 
representative réle is everywhere regarded as base. To compromise for 
the sake of a lesser group than the group whose interests are in tow is 
bad. To represent honestly the interests of one’s whole group when 
clearly its interests are gained at the expense of a more inclusive group 
is common but questionable. In short, to act for any ulterior end less 
general and less noble than the greatest good of the greatest number is 
to fall short of the highest ethical demand. That is to say, in the last 
analysis, any compromise that does not multiply interests is in the bad 
sense opportunistic; but any opportunity lost to fulfil interest so as to 
further interests is short-sighted. Unless opportunism be branded “bad”’ 
by definition, we must, then, hold its just evaluation to require praise 
where honesty and intelligence combine to inspire compromise, to permit 
pity where honesty is divorced from intelligence, and to justify censure 
where intelligence operates without honesty. 


UNIVERSITY OF CHICAGO 
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THE CASE AGAINST BIRTH CONTROL. By Edward Roberts Moore, Ph.D. 

New York: Century Co., 1931. Pp. 311. $2.50. 

JUDGMENT ON BrirTH CONTROL. By Raoul de Guchteneere. New York: 

Macmillan Co., 1931. Pp. 224. $2.00. 

These books bear the imprimatur of the Church and present her thesis 
with regard to the practice of contraception. Thus both are better de- 
scribed by the title of the first than by that of the second. Theirs is the 
advocacy of doctrine, in which all possible arguments on the one side are 
offered, even though some are inconsistent with others, and although at 
bottom one should be enough. That contraception, except by continence, 
is immoral, as separating a natural function from its natural end or pur- 
pose, is sufficient to place it under the Church’s ban, were its practice sure, 
safe, and conducive to economic and social welfare. Nevertheless, it is 
also argued that it is none of these things, and so are raised the issues of 
fact, the settlement of which would tip the balance once and for all for 
persons of a more pagan or at least immediately practical turn of mind. 
On these questions, only those witnesses are called who bear testimony to 
the negative side. 

The argument resulting from this exhibition of evidence is especially 
well made in De Guchteneere’s book, which is a skilled and orderly po- 
lemic, by a man who knows his adversary and who is familiar with medi- 
cal and sociological literature. It runs as follows: The Malthusian pre- 
text for contraception is invalid because the rate of population increase 
tends to fall and the means of livelihood tend to increase and maintain a 
balance without recourse to artificial limitation of births. The economic 
arguments are fallacious: there is no proof that limitation of children 
would result in a higher wage standard or in less unemployment; it would 
increase social burdens by increasing the proportion of the aged. Where 
small families set the standard of living, large families, by contrast, are 
forced to descend below that standard, with a sense of failure and priva- 
tion. The eugenic arguments fail, in view of the fact that personality 
handicaps are developed by children in small families: the spoiled child 
becomes the weak parent. In fact, children from large families make 
greater contributions to society than do those from small families. It can- 
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not be argued that the race will be improved by preaching contraception 
to the lower classes, for European populations barely maintain them- 
selves, and some are failing. Further, the techniques of contraception are 
not successful in the slums. It is not proved that a reduction of the birth- 
rate brings about a lower rate of infant mortality; such reductions as are 
observed in the latter are due to a generally improved standard of hy- 
giene and medical care. As for the effect of large families upon mothers, 
there is no clear proof that mothers of small families live longer than do 
mothers of large families. There is much reason to conclude that contra- 
ception induces sterility and genito-urinary troubles in women, and the 
psychological effects are no less severe. No known method of contra- 
ception is free from serious objections, which are raised by the medical 
men themselves. Taking advantage of recent knowledge as to the time in 
the oestrous cycle when ovulation takes place, it is possible to achieve 
the results of contraception by partial continence without incurring its 
penalties. 

Although these books are not discussion, they invite it, and not only 
in matters of hygiene and public policy, but also in questions of human 
behavior and its motivation. One feels sure that in practicing birth con- 
trol people generally are not motivated by reflections as to the future of 
the state, or even, in many cases, by desires as to individual or familial 
health, but by considerations as to the inconvenience of a child at that 
time in relation to other interests. In these books it is argued, for ex- 
ample, merely that it does not injure the average woman’s health to bear 
ten children, but nothing is said as to what effect that might have upon 
the woman’s extra-domestic interests and ambitions. The connection of 
the spread of contraception with changes in familial life and in the social 
réle of women is not mentioned. Nor, characteristically, is it the center 
of the argument of the birth-controllers. Both proponent and opponent 
tell us why we ought to do or ought not to do what we are doing for other 


reasons. 
ROBERT REDFIELD 


UNIVERSITY OF CHICAGO 


PREFACE TO AcTION. By George E. G. Catlin. New York: Macmillan 
Co., 1934. Pp. 319. $3.25. 

THE METHOD OF FREEDOM. By Walter Lippmann. New York: Mac- 
millan Co., 1934. Pp. xiv+117. $1.50. 
Without offense to either it may be suggested that the English Mr. 

Catlin does in this book the sort of thing that Professor Overstreet does 
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for us in this country in some of his studies. And on the whole, Over- 
street does the better job. Again, his work compares with Delisle Burns’s 
recent The Horizon of Experience, and again I believe that Burns has 
done a more adequate and satisfying volume. 

Here we have essentially a statement of the attitude with which con- 
temporary action should be undertaken—action in the fields of politics 
and economic and personal affairs. The author considers the problems of 
love and marriage, of business, of the exercise of what he calls the power 
impulse in its conflict with freedom, and of the religious impulse—to 
which last he devotes major attention as being the most crucial issue. For 
him “the spirit of devotion to the community is the core of the religious 
spirit.”” And he goes on to show the values and limitations of the religions 
of Catholicism, Toryism, fascism, and communism. “The young future 
lies with the political religions’; but of these, despite some eclecticisms, 
one feels that communism comes out most sympathetically at this au- 
thor’s hands. 

Perhaps the best summary of Mr. Catlin’s view is contained in these 
paragraphs: 

Further, the appropriate community must be homogeneous, like-minded, at 
its most intimate a group of friends, actively stimulant each of each and har- 
monious each with each. Its core is a face-to-face group. So narrow a society, 
however, cannot in isolation convey—just as the self-contained household-of- 
two cannot convey—the full and catholic significance of thought, the entire 
life-stream of those true ideas whereby we attain immortality, to the seeking 
individual. It would not be possible even if this group were a clique of all con- 
temporary brilliance and genius. No connection or mediation would be estab- 
lished between the intensive group of friends and the extensive field of world 
organization which is its polar complement. 

The middle term is to be found in ideal movements which seek to justify 
themselves rationally, in terms of their historic réle in relation to human society 
as a whole, and which yet are the vehicle through which small groups of co- 
workers, inspired by common ideas and with faith in persuasion, are able to 
work out these ideas effectively in practical life. In their freedom is the assur- 
ance of liberty. In this co-operation is the satisfaction of the religious need. In 
these movements are to be found the proper objects of contemporary religion. 
They are satisfactory so far as they satisfy the tests of reason, in fact inspire 
impersonal devotion to an ideal and enable the human being to experience the 
emotion of satisfied love for his fellows which, of all pleasures, is the one most 
contributory to the removal of human unhappiness. 


It is, in short, not in what is said, but rather in the manner of saying it, 
that the author is less than powerful. Here is information, evidence of 
wide reading, a rapid survey of many current difficulties. But somehow 
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there is too much volubility, too little passion, too little of the bite of 
urgency. It is all good, but it all might be better—more enkindled and 
consuming. 

Mr. Catlin’s concern, frequently voiced, for the freedom of the in- 
dividual is the chief preoccupation of Mr. Lippmann’s lectures. Indeed, 
the former wisely observes that ‘‘one of the chief tasks of the socialist 
of the future will be to secure the freedom of the individual to criticize 
and oppose governmental agencies.” 

Mr. Lippmann recognizes that the conjuncture of democracy and the 
existence of centralized economic power “has rendered obsolete the con- 
cept of a neutral government’’; and he properly points out that the issues 
of modern statecraft turn upon the manner in which the state ‘“‘discharges 
its obligation to the people for their standard of life.”’ 

His major task is to contrast the workings of capitalism, communism, 
fascism, and what he calls “a compensated economy and the method 
of free collectivism,’ which he advocates. He believes that governments 
by central banking control, by public works, by taxation, by regulation 
of public utility charges, and finally by a “budgeting of their international 
payments” (international planning by another name!) could “provide an 
enormously powerful system of compensatory control.” 

He fails, however, it seems to me, to reckon in his proposals for the 
very power of influence over the state which seems inevitably to accom- 
pany privately centralized capitalism. Surely we know enough of the 
exercise of the power of property upon the modern capitalist state not to 
admit longer that an even nominally democratic state can withstand the 
pressure of capitalist domination when it should be trying to exercise the 
“compensatory control” here advocated. 

Surely, too, it is a far too generous assumption to say that ‘“‘we are 
entitled to conclude that a planned economy is an economy of scarcity 
and works effectively only in a sellers’ market.” That statement is a true 
characterization of Russia’s condition to date. But to build the whole 
case for a “compensated economy”’ on the failure of a planned economy 
in an advanced capitalistic society, whereas the attempt has never been 
made, seems a little timid and unimaginative. 

There are undoubtedly wise cautions in many of Mr. Lippmann’s 
observations. He is an astute political observer. And his concern for the 
method of freedom is a timely and exigent one. But to this reviewer, aware 
as I trust I am of the complexities of the task of planning, it seems to me 
that the problem of regulating a system of competitive, profit-seeking pro- 
duction seems equally complex and presumptively less likely to succeed. 
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One can agree with the “basic conviction that the state is the servant 
and not the master of the people.”’ To that principle the American public 
can be relied upon to hold fast. But it is still too early in the history of 
human co-operation to pronounce that the idea of planning, foresight, 
and organization for ends of the common good cannot be worked with 
reasonable efficiency. Mr. Lippmann issues a salutary warning. But 
his compensated economy sounds, frankly, more like a verbalism than 
like a realistic proposal in a day of such marked discrepancies of wealth 


distribution as those we now confront. 
Orpway TEAD 


New York City 
THE PHILOSOPHY AND PsYCHOLOGY OF SENSATION. By Charles Harts- 
horne. Chicago: University of Chicago Press, 1934. Pp. xiv+288. 
$3.00. 

The author of this original and stimulating volume contends that 
“philosophers would be ashamed of an ignorance of physics equal to that 
which they betray of recent findings of psychology in regard to sensory 
problems; which problems they nevertheless discuss no less frequently 
than those connected with physics.” Certainly it seems that this book 
will serve to assist philosophers in gaining an understanding of some 
major currents in modern experimental psychology and will also be of 
value to psychologists in interpreting the general or philosophical im- 
plications of their own detailed work. 

The book, however, is much more than a mere summary of literature. 
It is primarily devoted to the development of a single thesis. This central 
theme, briefly and incompletely stated, is that sensory qualities, instead 
of being discrete, absolute, and unique in themselves, really fall in what 
is an essentially affective continuum. The affective character of the sen- 
sory experience is thus held not to be a mere aesthetic or tertiary quality 
which is merely associatively bound to sensation. Rather, according to 
the view here presented, feeling quality itself is the very essence of the 
sensory experience. The gaiety of yellow is the yellowness of yellow. 
Moreover, affective tone (Whitehead’s “feeling tone’’) is basic in this theo- 
ry not only to “‘sensation”’ but to the whole range of conscious experience. 

The first two chapters of the book are devoted to selecting and amass- 
ing the evidence favoring this central thesis and to criticism of the al- 
legedly pre-evolutionary theories of sensation which are not favorable to 
the theory which is being developed. Detailed information and psy- 
chological insight of a high order characterize the author’s handling of 
the newer German sensory psychology in these chapters. 
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On the basis of the modern scientific knowledge of experience, thus 
presented, the deadlock in contemporary philosophy between realism and 
idealism is considered. An appeal is made for the resolution of this dif- 
ficulty in terms of an almost childlike consideration of pure perception 
and a study of the new experimental sensory psychology. Essentially 
the same cure is suggested for the errors of much that is, from the au- 
thor’s point of view, mistaken in what is still probably to be called ortho- 
dox sensory psychology. The claim is made that the old atomistic psy- 
chology is grounded in what was always a false analogy with physics and 
that now the basis of the old physics itself has been destroyed. 

Facts from the study of aesthetics are next marshaled to support the 
affective-continuum view of experience. In the same chapter the signifi- 
cance for general aesthetic theory of this view, which holds that sense 
data are scarcely to be distinguished from feeling tones, is pointed out. 

The last chapters of the book, entitled respectively ‘“The Dimensions 
of Experience,” “The Dimensions of Sensation,’ and “Sensation and 
Environment,” carry forward the positive expository thesis of the vol- 
ume. In this section an affective theory of color which is especially 
worthy of attention is presented. In general, in these chapters, by an 
emphasis upon the characteristics of experience which, it is alleged, tran- 
scend modality, such as brightness, the ultimate significance of the con- 
cept of the affective continuum is given in relation to a newly formulated 


panpsychism in which, as the author in one place says: “The world may 
be conceived as the increasing specification of the theme ‘feeling of feel- 


ing.’ ”” 

The writer of this review is especially interested in certain aspects of 
the technical facts of experimental sensory physiology and psychology. 
Thus, not only Dr. Hartshorne’s own theory but his interpretation of the 
work of others in this field is found to be arresting. Since Dr. Hartshorne 
is himself not an experimentalist, many of his conclusions must of neces- 
sity be based upon statements made in the first place by such men as 
Pikler, Jaensch, Boring, Henning, Nafe, von Allesch, Dimmick, von 
Hornbostel, Kéhler, Pratt, and Wheeler. The reviewer is thus con- 
tinually distracted in his reading of the book by his wish to challenge the 
validity of some of the quoted conclusions which, as it were, form the 
structural foundation of the author’s thesis. The suspected unsoundness 
of some of these elements makes him a little fearful of the strength of the 
argument which is founded upon them. 

Above all, however, the reviewer distrusts the value of the glib answer 
which can always be given by panpsychism to all of the riddles of the 
Sphinx. In spite of the eminence of the physiologists, psychologists, and 
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philosophers who in every generation seem to accept this view, it appears 
to the present writer that this theory is not a scientifically helpful one, 
Indeed, it seems to him to exemplify a peculiarly treacherous misuse of 
language. By an unjustifiable use of words alone, it seems, something 
may sometimes be said to be im something else which can never in any 
possible way be demonstrated, save when that something appears under 
other conditions. According to the particular form of the doctrine in this 
book yellow is not yellow but joyousness. Salt is not salt but yellow be- 
cause it is “bright.”” Thus, everything is something else and that some- 
thing is part of the affective continuum. Nerve cells have affective states. 
Even electrons, it is suggested, have an inner life of pleasure and dis- 
pleasure. Thus, as of old, the problem of mind is solved by assuming its 
existence in the ultimate element. Instead of recognizing that the prop- 
erties of a given level are functions of the factors operative at that level, 
the thesis under review pretends that some one interesting property is 
hidden and unknowable, but nevertheless mysteriously “potential” in 
a more primitive level. The labor of unraveling the complex factors 
involved in the growth functions of human mental processes is thus 
avoided. By a conjurer’s trick the adult mental characteristics, if not 
fully developed, at least essentially formed, are deftly extracted from a 
convenient hat in which they had been concealed before the act began. 

A further detailed criticism of the thesis of the book cannot be given 
here; but, in conclusion, in spite of a certain mistrust of its central thesis, 
the reviewer cannot too heartily recommend the book to the serious con- 
sideration of physiologists, psychologists, philosophers, and even, if the 
suggestion be not too presumptuous, to physicists. 


LEONARD CARMICHAEL 
Brown UNIVERSITY 


ENCYCLOPAEDIA OF THE SOCIAL SCIENCES. Vol. XI, Mor-Par; Vol. XII, 
Par-Pun. Edwin R. A. Seligman, Editor-in-chief; Alvin Johnson, 
Associate Editor. New York: Macmillan Co., 1933, 1934. Pp. xxi+ 
639; xxi+716. 

John Dewey’s discussion of “Philosophy” in the twelfth volume of the 
Encyclopaedia of the Social Sciences passes in mellow review the history of 
Western speculation since the Greeks, and has this to say about the im- 
mediate state of affairs: 

Uncertainty in the position of religion . . . . ; the enormous mass of special- 
ized detail in science; sharp conflicts between movements in politics and eco- 
nomic life, between tradition and innovation, have often forced philosophy into 
either taking sides and becoming the intellectual partisan of a particular move- 
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ment, or else withdrawing completely from the field of vital common experience 
and becoming itself another technical mode of specialization. The recent gen- 
eral revival of formalism in philosophical thought is probably to be accounted 
for on this basis .. . . a transitional phenomenon 


If pragmatism has ever been the philosophy of those who hoped to 
reach the generality of mankind, disillusion is their unhappy lot; hear 
Horace Kallen: 

Vision of life born of the union of an insight into scientific method with the 
mood of a democratic social experience, of an adventure which has lapsed, 
pragmatism remains too difficult a rule of conduct for many to live by. 


Men want certainty and hence are constrained to eschew pragmatism. 

Whatever of gusto is in these two edifices of scholarship is not to be 
found among the philosophers. Turn, rather, to the place marked “Prop- 
erty” and read: “Property is a euphonious collocation of letters which 
serves as a general term for the miscellany of equities that persons hold 
in the commonwealth.” This is Walton H. Hamilton (and Irene Till), 
Ishmael economist, naturalized jurist, spiritual successor of Cooley and 
Veblen. 

A formidable array of doctrinal knowledge is conveyed in the “Natural 
Law” of Georges Gurvitch in Volume XI. Subtlety in the treatment of 
themes richly entangled in empirical detail and statistical technique is 
exhibited in such contributions as Simon Kuznets on “‘National Income,” 
Myron W. Watkins on “The Price System,” and Frank H. Knight on 
“Profit” (the last two in Vol. XII). Anthropologists have written clarify- 
ing articles on “Myth” (Ruth Benedict, Vol. XI) and “Personality” 
(Edward Sapir, Vol. XII). Social historians survey ‘Nationalism”’ 
(Carlton J. H. Hayes, Vol. XI), “Natural Rights” (Crane Brinton, Vol. 
XI), and “Progress” (Carl Becker, Vol. XII). Political scientists con- 
tribute to a lengthy symposium on comparative political parties; Arthur 
N. Holcombe states the general theory (Vol. XI). A physician reviews 
“Psychiatry” (Harry Stack Sullivan, Vol. XII); a psychologist, “‘Psy- 
chology” (Joseph Jastrow, Vol. XII). It falls to the province of Horace 
Kallen, however, to handle the contentious ‘‘Psychoanalysis,” which is 
perhaps a tribute to the ancient prejudice that those who think about 
truth can live more dispassionately than other men. Kallen devotes his 
space to a succinct exposition of the views of Freud, Jung, and Adler; 
hence there is little opportunity to interpret the whole cultural context 
in relation to psychoanalysis. 

Among the remaining articles of interest to philosophers may be cited, 
in Volume XI, “Mysticism” by B. Groethuysen, “Opportunism” by 
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Frederick Mundell Watkins, “Outlawry of War” by John Dewey, and 
“Pacifism” by Norman Angell. In Volume XII Horace Kallen has written 
‘“‘Persecution;” Francis W. Coker, “Pluralism;’ Guido de Ruggiero, 
“Positivism”; R. von Mises and H. Pollaczek-Geiringer, “Probability”; 
C. F. Taeusch, “Professional Ethics”; Harold D. Lasswell, “Propaganda”: 


and Hans von Hentig, ‘“‘Punishment.” 
Harotp D. LAssweE.i 
UNIVERSITY OF CHICAGO 


VERITE ET REVELATION. Vol. I. By D. Draghicesco. Paris: Félix Alcan, 

1934. Pp. xiv+4o1. 

Man is an animal that desires and thinks the infinite, the perfect. In 
aspiration, or potentially, he is what he conceives God to be actually. 
The only way to define man is to conceive divinity as the upper limit of 
man’s evolution. But the author goes further. Not only is God required 
as the limit of evolution; he is its guiding principle from the beginning. 
From the earliest stages, in magic and religion, man exhibits a striving for 
infinite power and knowledge, and thus a consciousness of his destiny as 
the means whereby God is to realize himself. Religion is thus “revela- 
tion” in that it is advance intimation of the plan of history. For instance, 
the miracle of feeding the five thousand presages a time when science will 
synthesize food in abundance from the elements; the miracles of healing 
set the limit to the advancement of medicine; and the visions of the 
prophets and early Christians the limit to progress in social justice. Re- 
ligious intuition grasps in vague outline the future of the race because this 
future exists virtually in human nature as one with the deity who realizes 
his infinite perfection through the total course of history. It is pointed 
out that scientific discoveries also have their intuitive aspect, which may 
be regarded as another phase of the inspiration of man by the divine. 
Nevertheless, the sciences of physical and merely biological nature are to 
be contrasted with the social sciences. In the former we have exact fore- 
knowledge, but only thanks to elaborate investigation and inference; in 
the latter we have only vague or undetailed prevision, but by immediate 
intuition of our infinite aspirations, which are also God’s purposes. Wish- 
ful thinking is fallacious only in so far as it is egotistical and personal, 
sound in so far as it is racial and refers to the long-run future. Thus the 
savage magician does not have the power he fancies, but science will 
eventually give mankind power beyond any definite limits. 

This book, in spite of its diffuseness, contains valuable clues to the 
philosophy of history and of the social sciences. But it can be defended 
against the skepticisms of our time only if its doctrines are supplemented 
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at several points. It leaves certain cosmological problems, the relation of 
mind to matter, of God to the inorganic world, of eternity to time, in all 
the traditional obscurity. Yet both physics and theology—the latter 
especially in America—have recently furnished us with radically new per- 
spectives upon these problems. In ignoring these the author falls into 
an inconsistency, which is that the sense of infinity or divinity involved 
in the primitive man’s feeling of the basically living and social character 
of reality, its kinship with us as sentient and volitional beings, is denied 
the prophetic character ascribed to the other aspects of the early religious 
vision. The reason given is the fallacious one that science has substituted 
natural laws for spiritual agencies or wills. This is not so, first because a 
law is not an agency but a pattern of action, and does not as such conflict 
with the spirituality of the action; second, because we now know that 
the semblance of rigidity or deadness in the patterns of Newtonian phys- 
ics is no evidence of the deadness of the individual units of nature, since 
these patterns as verified held only of huge masses of individuals and their 
statistical uniformities. Thus not only, as the author says, does religion 
furnish mankind with ends, as science furnishes it with facts, but it even, 
as he sometimes hints, furnishes science with a vague anticipation of its 
factual results. Theologians are scolded for enjoying present-day physics. 
But nothing can prevent them from doing so, for it is a physics nearer to 
their heart’s desire than any they have known or could have imagined 


distinctly in advance! 
CHARLES HARTSHORNE 
UNIVERSITY OF CHICAGO 


SHORTER NOTICES 
THe ETHICAL TEACHING OF PauL. By Mary E. Andrews. Chapel Hill: 

University of North Carolina Press, 1934. Pp. viiit179. $2.00. 

If preachers would throw away their homiletic books and reviews and read 
such books as this, their sermons would be freshened up a thousand per cent. 
We have here an important book on Paul—important not wholly because of its 
conclusions but in the way Paul is studied. The social-historical method is 
followed—the man in terms of his particular environmental contexts. We see 
him unfrocked as a theologian; an ordinary man with extraordinary capabilities 
and insights face to face with naked human frailties. He is an opportunist, 
tactful in missionary enterprise, hard-headed in his self-assurance, not always 
consistent, willing on occasion to compromise; a Jew influenced not by Judaism- 
in-general (an abstraction) but by a certain species of Judaism; influenced by 
the intellectuals of his day not directly at the point of theory but indirectly 
through their religious practitioners. His ideas in the field of the moral life 
always are linked with a spiritistic type of religion (en Christo); his discourses 
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are, for the most, directed to the proletarians who make up his congregations, 
The potency of man to live the acceptable moral life as taught by the Stoics and 
Cynics becomes in Paul an impotency, except as man is aided by the indwelling 
Spirit. 

There are sections in the Pauline epistles which are marked as stereotyped 
ethical borrowings; these are to be separated from the primary sources if one is 
to understand Paul’s mind and behavior. The Pauline ethic must not be dis- 
sociated from the concrete and tangled situations; some of it is experimental 
and transitory, some emotionally conditioned—all of it religiously centered. 

VERGILIUS FERM 


Tasoo, Macic, Sprrirs. A StuDy OF PRIMITIVE ELEMENTS IN ROMAN Re- 
LIGION. By Eli Edward Burriss. New York: Macmillan Co., 1931. Pp. 250. 
$2.00. 

From the sources on the ancient Romans the author collects examples of 
practice and belief that resemble the magic of primitive peoples. The collection 
is arranged according to categories made familiar by Frazer and Marett: taboo 
and mana, animism and naturalism, positive and negative mana, homoeopathic 
and contagious magic, the scapegoat. There is no connected thesis or argument, 
and the brief discussion is in most places either obvious, or far-fetched, or de- 
rived from outmoded anthropological views. ‘“The origin of the feeling [taboo] 
with regard to the dead seems to lie in man’s instinct for self-preservation”’ 
(p. 78). “The transition stage betweeen magic and animism is seen in Ovid’s 
account But the difference between the spell of the period of magic and 
the prayer of the animistic period seems to lie . . . .” (p. 23). Such interlardings 
disregarded, the book is a useful short work of reference to the subject matter 


of its subtitle. 
ROBERT REDFIELD 


DER PRIMAT DES GEISTES ALS GRUNDLAGE EINER AUFBAUENDEN ERZIEHUNG. 
By Adolphe Ferriére. Authorized translation by Emmi Hirschberg. Berlin- 
Leipzig: Julius Beltz. 

This is a German version of the author’s Le progrés spirituel which appeared 
in 1927 (Genéve: Editions Forum). It is a very thorough discussion of the 
philosophy of education by the founder of the World Union for Educational 
Reform. Especial attention is given to the problem of combining freedom with 
strenuous exertion, joyous curiosity with steadfastness of purpose. The book 
closes with an elaborate analysis of religious education. Devotion to God is 
found to be the only complete expression of human potentialities. 

CHARLES HARTSHORNE 


LEIBNITZ’ DISCORSO DI METAFISICA “Hortus Conctusus.” Introduction and 
translation with unpublished texts by Michele Giorgiantonio. Naples: 
Rondinella Alfredo, 1934. Pp. 98. L. 8. 

As stated in the Introduction, the purpose of this translation of the Discourse 
on Metaphysics, with extracts from the correspondence between Leibniz and 
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Arnauld, is to show the motivation of Leibniz’ logical and metaphysical doctrine 
of substance. The translator says that since the Cartesian doctrine of extension, 
considered as the essence of matter, seemed incompatible not only with the 
Catholic dogma of transubstantiation but also with the Lutheran dogma of 
real presence, Leibniz went to the heart of the question when he discovered that 
substance is something superior to, and independent of, extension. The trans- 
lator’s conclusion is that the Leibnizian doctrine wavers, because substance 
“appears either as an aggregate of relations derived from reason, or as a real 
existent having the characteristics of the absolutely necessary and real.” 
VAN METER AMES 
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